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HOUSE OF REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS,

Washington, D.G.
[The testimony received on this day from the National Association 

of Manufacturers appears in the preceding volume of this hearing 
(part 6), starting at page 1911. All the rest of the testimony received 
by the committee on May 22, 1973, appears in this volume.]

Mr. ULLMAN [presiding]. Out next witness on behalf of the Commu 
nications Workers of America is Mr. Ronnie J. Straw. 

Mr. Straw, we welcome you before the committee. 
If you would further identify your colleagues for the record we 

would be happy to have you proceed.

STATEMENT OF RONNIE J. STEAW, DIRECTOR, RESEARCH AND 
DEVELOPMENT, COMMUNICATIONS WORKERS OF AMERICA, AC 
COMPANIED BY EDWARD KUHNS, ECONOMIST, AND LOT! GERBER, 
LEGISLATIVE REPRESENTATIVE

Mr. STRAW. Thank you, Mr. Chairman.
My name is Ronnie J. Straw. I am the director of the Development 

Research Department for the Communications Workers of America.
Seated on my left is Dr. Edward Kuhns, an economist with the 

Communications Workers and on my right is Lou Gerber a legisla 
tive representative from the Communications Workers.

Mr. ULLMAN. We are delighted to have you here.
Mr. STRAW. I am certainly delighted to see Mr. Broyhill here since 

I am a resident of his district in Virginia.
Joseph A. Beirne, president of the Communications Workers of 

America asked me to testify in his place and sent his personal regrets 
to the committee for not being able to be here today.

The Communications Workers of America represent over 550,000 
working people throughout this country, I appreciate this oppor 
tunity ot express our views on foreign trade.

CWA favors a foreign trade policy which will achieve a balance 
between the diverse and often conflicting interests concerned with 
international commerce. Above all, we seek to avoid the development 
of a trade policy which is simply an over-reaction to emotionally 
charged issues which may dominate trade conditions at a particular 
point in time.

Many nations do have restrictive trade policies directed against the 
goods of other nations. Restrictive trade policies are directed against 
a number of products exported by the United States, particularly in 
the agricultural sector. Meanwhile, the United States has experienced 
a considerable influx of imports in recent years. And, many of our

(2013)
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largest corporations are investing overseas on the basis of certain tax 
breaks.

It is imperative that our nation adopts a trade program which 
addresses itself in a comprehensive fashion to all of the serious prob 
lems of worker displacement, market disruption, foreign investment, 
sick industries, dumping, and all other effects of imports and exports. 
We are of the belief that to effectively deal with these problems, a com 
prehensive program of international commerce should include the 
following guidelines:

One, changes in the tax laws affecting foreign trade should be 
undertaken in the direction of equalizing tax treatment.

Two, tariff policies should be coordinated with industrial adjust 
ment, worker retraining, and relocation problems affected by import 
and export operations.

Three, consumer interests should be integrated into policy considera 
tions affecting imports and exports.

Four, industries consistently threatened by the effects of increased 
imports or decreased exports should be subjected to a long-term pro 
gram directed toward relative stability in production and employment.

These guidelines and priorities have been spelled out in the foreign 
trade position paper of the Communications Workers of America.

With your permission, Mr. Chairman, we would like to submit the 
position paper in the record along with the draft bill.

Mr. UIAMAN. Without objection it will be placed in the record.
Mr. STRAW. Briefly, the CWA proposals center on the creation of a 

Foreign Trade Board which would have the responsibility, on the 
basis of legislatively established guidelies, for undertaking the de 
velopment of policy to stabilize the more serious economic fluctuations 
resulting from foreign trade.

At present, labor is understandably concerned about unemployment. 
But restrictive trade policies designed to increase employment, in a 
sector of the U.S. economy involving just slightly more than 5 per 
cent of our gross national product, is not an effective substitute for 
the development of a cohesive national policy for full employment.

Nevertheless, the livelihood of large numbers of people is affected 
by our foreign trade. We think these interests have to be considered.

What has been clear for sometime is that the interests of many of 
these people are in conflict. What benefits import interests does not 
necessarily benefit export interests. What benefits consumers does not 
always benefit certain labor and/or industrial groups. Generally and 
in theory however, all can benefit from expanded trade.

While we must make every effort to balance the adverse effects which 
will accrue to both sides, it is obvious that we can never have a plan 
which will satisfy all parties completely. Due in large part to human 
nature, this simply cannot be avoided. What can be avoided are rapid 
transitions which disadvantage some groups suddenly and which make 
adjustments to those changes extremely difficult. When this happens, 
there is pressure for swift policy changes which may work to the detri 
ment of all concerned.

CWA has some membership that is affected by competition from 
imports. But our primary concern is that our membership as con 
sumers, would have to pay higher prices if imports were curtailed.
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The phenomenon of trade takes place because it is more expensive 
for a country to produce some goods domestically than it is to buy 
them elsewhere. Such imports provide higher real incomes to consum 
ers, provide the ability to foreign countries to purchase our exports, 
and thereby, generally expand the employment opportunities of work 
ers in this country.

If this were not the case, trade would not even be a factor in our 
economy. And, until coffee can be grown in Minnesota as efficiently 
as it can be grown in Brazil, this will continue to be the case.

We believe that many of the provisions of the administration's pro 
posed Trade Reform Act, deal with basic substantive issues. Many of 
the provisions could move our trade policy in directions recommended 
in the CWA proposal for foreign trade policy.

Unfortunately, I use the word "could" advisedly, inasmuch as the 
substance of many of the provisions of the proposed Trade Reform 
Act are replete with such vague and discretionary language as to allow 
any kind of action whatsoever. For the sake of clarity, we have out 
lined our major concerns in the following six points:

One, we do not feel that the President should have the authority to 
enter into new trade agreements and be able to adjust tariffs accord 
ingly.

Two, we do feel that there should be relief available for disruption 
to domestic operations from inordinate increases in imports. However, 
we do not feel that the determination to take whatever action is neces 
sary should be consigned to Presidential discretion alone.

Three, we agree that there should be a fairer and less stringent test 
for labor to qualify for temporary import relief than now is available.

Four, we agree that retaliatory action should be undertaken when 
ever foreign countries impose unnecessary restrictions on U.S. trade 
but, that determination should be made by a Foreign Trade Board 
subject to statutory limitations and not left to the discretion of the 
President.

Five. While we agree that a persistent balance of payments deficit 
or surplus can be a source of concern, we do not believe that this should 
result in quota or tariff adjustments at the discretion of the President.

It is far preferable that adjustment to such conditions be under 
taken through currency revaluations studied by an impartial com 
mittee.

Six. While we can agree that many import barriers can be suspended 
in a period of inflation, we cannot agree with a blanket application of 
such a policy against inflation any more than we would agree to re 
strictive trade policies as a response to unemployment.

Reduction of barriers on imports will no more solve the problem of 
serious inflation than the raising of such barriers will solve the prob 
lems of serious unemployment. And, again, we deny that such com 
plete authority should be delegated to the President.

While, in our trade proposal, approved by our execiitive board in 
January of this year, CWA favored many of the provisions later sug 
gested by the Trade Reform Act, it also proposed that such controls be 
given to a Foreign Trade Board.

This Board would be charged with the development of a balanced 
foreign trade policy which would consider export and import indus 
tries on a case by case basis, including their importance to the economy,
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their place in the economy, and their effect upon other sectors of the 
economy.

Imports of shoes, for example, could be allowed at a rate correspond 
ing to attrition in the shoe manufacturing industry. Imports of beef, 
following the current crisis, could be regulated with consideration to 
the interests of consumers as well as those of the ranchers.

We propose that such a Board be representative of consumer and 
labor interests as well as those of business and the government. We 
propose that the Board's controls be just as broad as the controls pro 
posed here, but that the proposed controls are to be authorized only 
after the Board's determination of the existence of specified facts.

Its authority to vary tariffs would be conditional on meeting statu 
tory limitations.

We propose a system of flexible tariffs subject to bounds established 
by the Congress. Its goal would always be to secure a stable transition 
from, and adjustment to, trade fluctuations and to avoid actions which 
would destabilize domestic operations.

While the President has authority to take remedial action in many 
circumstances, he is restrained only in cases where it is required that he 
seek the. ad vice of the Tariff Commission.

The Tariff Commission's finding of disruption of industry from im 
ports enables the Secretary of Labor to grant displaced workers sup 
plemental unemployment compensation and other monetary benefits.

We can subscribe to the desirability of this type of adjustment. But, 
at the same time, under the authority granted him by the act, the 
President can enter into a trade agreement permitting an increase of 
that same import. In other words, the President -would possess virtu 
ally unlimited authority to alter the terms of trade as he alone saw fit.

We do not see how a comprehensive trade policy can emerge from 
such arrangements. We can only see the continuance of the lobbying of 
one industry or another for special considerations. Labor and/or con 
sumer interests appear to be an afterthought in the bill. Industry would 
remain the primary consultant as it always has.

We note in particular, the bill's extension of Presidential authority 
to cover not only revisions of tariffs but expansion or contraction of 
quotas. The cutting off of, or the expansion of, import directly is more 
fikely to destabilize domestic production than almost any other type 
of control.

Tariff increases can also decrease imports, but would clearly have a 
lesser effect than the imposition of quotas. In extreme cases, even this 
authority can be contemplated reasonably if the important economic 
interests involved are considered. Hearings, however, are not enough. 
The combined interests of consumers and labor must be represented on 
the policy determining bodies. All too often history has seen Congress 
create a control commission only to have the executive staff it with the 
very people it was designed to regulate.

In summary, while many of the proposed controls contained the 
administration's foreign trade bill, coincide with proposals we have 
made, we feel that the mechanism designed to employ these controls 
is such, that they might easily be misdirected or ineptly applied.

Because foreign trade involves special considerations and constitutes 
only a small part of our economy, we favor a policy that would treat 
those problems singularly. In the past, whenever the economy has
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experienced any substantial unemployment, a hue and cry has been 
raised for restrictions on imports, as if such efforts would excuse the 
absence of effective fiscal policy. There are no inherent provisions to 
help insure the stability of international commerce in this particular 
piece of foreign trade legislation.

While the control of trade is properly within the legislative purview, 
the foreign trade bill would virtually consign the conduct of this 
entire area of economic activity to the executive branch of the Govern 
ment.

The varied economic interests involved require that the complicated 
matters of foreign trade by the special province of a technically com 
petent, economically representative group responsible to the legis 
lature.

The other aspect of our foreign trade with which we are concerned 
is the expansion of American corporations overseas in the form of the 
multinational corporate octopus. We say "American corporations 
overseas" because most of the large multinational corporations are 
American.

This very fact suggests considerable imbalance. The lack of foreign 
investment in the United States testified to the special consideration 
we give American firms overseas. CWA recognizes the fact that 
American investment overseas expands pur export markets.

But much of this overseas investment is subsidized by tax breaks— 
particularly a credit for foreign income taxes as a direct offset to U.S. 
corporate income taxes. The foreign tax credit is simply a mechanism 
for putting an American corporation in a foreign country on the same 
financial footing as one of that country's own corporations.

Some of this investment might have been undertaken in the United 
States and provided additional employment here if it had had equal 
subsidization—perhaps in desirable social, or public investment 
projects.

But beyond this, the foreign tax credit simply is another corporate 
tax loophole for the enrichment of corporations at the expense of the 
average individual taxpayer.

Moreover, while everyone seems to be worrying about the deficit in 
our balance of payments, it should be noted that new undertakings of 
overseas investment in any given year aggravates our 'balance of pay 
ments problem.
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The foreign trade bill would provide for restrictions on exports 
from foreign countries which have subsidized those exports, by allow 
ing the imposition by the Tariff Commission of higher duties. How, 
then, can we justify our subsidization of the export of capital for 
foreign investment?

Many foreign countries resent the encroachment of American invest 
ment in their countries.

American investment overseas can stimulate industrialization in un 
derdeveloped countries. But, increasingly, the other nations of the 
world want control over their own investments. And when an under 
developed nation requires aid in building an industrial base, this aid 
should be provided directly not through indirect subsidies.

We think a country's tax policy should be even-handed in the treat 
ment of all of its economic interests. We do not believe the current 
Treasury recommendations on changes in the taxation of foreign 
sources income go far enough.

They propose that the tax credit be rescinded only when foreign 
corporate taxes are significantly lower than in the United States. We 
believe that all earnings of American firms overseas should be subject 
to taxation in the year in which they are incurred.

In the final analysis we are concerned that additional unrestrained 
power will be placed in the hands of the administration. In addition 
to providing proper and sensible restraints on Presidential discretion, 
with regard to trade, we can sum up our position in four concise state 
ments.

One. The United States should have a balanced trade policy which 
should remove trade from its role in fiscal policy, and consider the 
separate trade problems involved on their own merit. So a trade mar 
ket would be developed by the Trade Board.

Two. Persistent deficits in the balance of payments are a result of 
shifts in the terms of trade and should be dealt with as such, through 
international monetary negotiations.

Three. Foreign investments by U.S. corporations should not be sub 
sidized by our tax system.

Four. Tax policy should be based on equity in taxation and the 
maintenance of a stable economy, and not on the basis of manipu 
lating or subsidizing private interests.

Thank you, Mr. Chairman.
[Material submitted for the record follows:]
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Summary
CWA agrees with the intent of the Burke-Hartke Bill to 

remove the tax breaks of the multi-international corporations 
and to curb the exportation of capital. The proposed quota 
system of the Burke-Hartke Bill is an uneconomic type of con 
trol because it will result in limitations on consumer choice, 
increased prices, declines in employment in U.S. export indus 
tries and a reversal of attempts to achieve economic harmony.

The approach of the Burke-Hartke Bill can be said to be 
one-sided and several areas are lacking, as follows:

1) No coordinated comprehensive program.
2) No consumer representation on policy matters.
3) No provision to fund manpower retraining and indus 

try accommodation to real changes in market con 
ditions.

4) No program for preventing excess profits in tariff pro 
tected industries, and long-run stability in import and 
export industries.

Therefore, CWA recommends the following:
1) Set up Foreign Trade Board composed of representa 

tives from Labor, business, government and consumer 
groups to develop and coordinate a comprehensive 
program to deal with worker unemployment and un 
used industrial capacity due to increases of imports or 
decreases in exports; manpower retraining and indus 
trial relocation in import-export affected industries; 
and, administer a system of flexible tariffs related to 
industry levels of unemployment to avoid the disloca 
tions of sharp changes in imports or exports.

2) Parties adversely affected by competition from foreign 
goods will be required to file with the Board for relief.

3) Protected firms will be required to pay a graduated tax 
on profits which exceed a rate of return deemed ap 
propriate by the Board. Export profits in excess of
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norms determined to be appropriate also should be 
subject to additional taxation.

4) These monies should go directly into a fund to be 
established to finance and develop a program for relo 
cation and retraining of workers and re-tooling of in 
dustry when the Board determines that an industry can 
not survive without tariffs, or, that an export trade is 
reaching a level that will provide eventual problems.

5) It shall be national policy to minimize workers eco 
nomic losses due to increases in imports and decreases 
in exports.

6) The U.S. should undertake to secure agreements with 
foreign countries establishing more reasonable ex 
change rates and securing limits on devaluations of 
currencies in order to promote exports and reduce 
foreign investment.
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Action against International Corp.

Burke-Hartke Bill

(1) Full share foreign earn 
ings American Corp. 
holdings in foreign firms 
of 10% ownership or 
more will be reported 
and taxed in year ac 
crued.

(2) Discontinuance of for 
eign income tax credit 
against U.S. income taxes.

(3) (a) More realistic depreci 
ation allowances on capi 
tal goods used abroad; 
(b) Repeal of tax exemp 
tion of incomes of U.S. 
personnel abroad.

(4) Discontinuance of tax- 
free treatment of U.S. 
firms foreign incomes 
from (a) licensing and (b) 
transfer of U.S. patents to 
foreign corporations.

CWA Trade Position

(1) Same but need some 
clarification on definition 
of tax base.

(2) Same as Burke-Hartke 
Bill.

(3) Same as Burke-Hartke 
Bill.

(4) Same as Burke-Hartke 
Bill.
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Policy on Imports-Exports

Burke-Hartke Bill CWA Trade Position

(1) Establish import quotas, 
of, for first year, average 
level of goods imported 
for period 1965-69; there 
after, level proportionate 
to domestic production 
based on 1965-69 ratio of 
import to domestic pro 
duction.

(2) Strengthen anti dumping 
legislation by consolidat 
ing administration in one 
agency and requiring dis 
position of any complaint 
on selling of foreign im 
ports below cost within 4 
months.

(3) No specific proposals on 
exports.

(4) Establishment of'a Trade 
Commission to adminis 
ter quotas, and related 
trade legislation.

(5) Encouragement of ad 
ministration to undertake 
all efforts to increase ex 
ports.

(1) Establish a Foreign Trade 
Board composed of rep 
resentatives of govern 
ment, consumers, labor 
and business to adminis 
ter a comprehensive pro 
gram involving adjust 
ment of Tariffs (within 
given limits), levels of 
imports and exports, 
levels of production in 
import and export indus 
tries, levels of employ 
ment in these industries 
and funding of manpow 
er retraining and reloca 
tion dictated by required 
adjustments in these in 
dustries.

(2) Tariffs would be estab 
lished in industries griev 
ously affected by imports 
as to maintain the level 
of domestic production 
deemed desirable in 
terms of various criteria, 
including unemployment, 
level of skills, extent of 
automation and average 
age of work forces in 
volved.

8
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(3) Resulting profits in excess 
of some appropriate rate 
of return would be sub 
jected to tax for a special 
reserve fund.

(4) Proceeds from the ex 
port-import reserve fund 
would be used for man 
power retraining, man 
power relocation, plant 
relocation and relocation 
of businesses into other 
industry, wherever and to 
the extent dictated by 
changes in export-import 
trading.

(5) Inordinate profits in ex 
ports should also be sub 
jected to tax for the re 
serve fund.

(6) The Trade Board should 
have authority to dictate 
changes in business prac 
tice that would reduce 
the need for Tariffs or 
limitations on exports.

(7) To the extent that foreign 
investment aggravates the 
balance of payments, a 
special foreign invest 
ment tax on foreign in 
come in excess of some 
standard should be levied 
into the reserve fund.

(8) Finally, general appropri 
ations should be made as 
required to the reserve 
fund to accomplish its 
objectives.

(9) In addition, the U.S. 
should continue efforts 
to secure, through inter 
national agreement, more 
reasonable exchange rates 
to improve exports and 
reduce foreign invest 
ment.
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Historical Development of U. S. Foreign 
Trade Position

Following World War II, U.S. foreign trade, which has 
never been a major proportion of our economic operations in 
recent times, (it was 4'/2 percent of Gross National Product in 
1953 and 1960) was of critical importance for a number of 
countries. Developed countries were concerned in connection 
with reconstruction and economic recovery. Underdeveloped 
countries were concerned with development and economic 

"expansion. U.S. trade policy was a major concern to many 
foreign countries.

This situation is generally no longer the case. From this 
point of view it then is possible to say that the U.S. is in a 
better position than it ever has been to set its trade policy 
with a single-minded concern for its own best interests.

At the same time, of course, the factors that have led to 
this situation also mean that foreign countries are relatively 
more free than they have ever been in developing their own 
response to whatever policy may be developed by the U.S.

Following World War II, the economic condition of the 
U.S. was so superior to that of the rest of the World that there 
was a general relaxation of all types of restrictions upon im 
ports. General continuance of economic operations approach 
ing full employment even encouraged considerable expansion 
of American foreign operations.

As these various policies have run their course, and with 
their help, many of the western and industrialized countries of 
the world not only have achieved recovery, but have attained 
new heights of economic development. Particularly, the more 
socialized countries of both western and eastern Europe have 
secured economic stability and a considerable measure of 
well-being.

It is in this context that it is increasingly possible to say 
that U.S. decisions concerning foreign trade, although having

10
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an impact upon some countries and forcing some adjustment, 
are likely to be less and less critical to world prosperity as time 
goes on. Close neighbors, like Canada, will be some notable 
exceptions. On the other hand, some, like Cuba, have escaped 
our influence in trade by other means. Special consideration 
can be continued for less developed countries in the form of 
direct aid programs.

Therefore, we are relatively free to develop what policy 
we wish. And, we may do this also in the full knowledge that, 
one way or the other, we are not likely to do enormous harm 
to ourselves when the sum and substance of either our total 
exports or imports does not exceed five to six percent of our 
total Cross National Product. Since this is the case, there seems 
to be little point to continuing the practice of manipulating 
our foreign trade as an adjunct of full employment fiscal pol 
icy. There is relatively little to be gained, one way or the other.

However, in a trading world otherwise, our imports and 
exports are increasingly tied together.

Other countries pay for their imports from us (our ex 
ports) with their exports to us (our imports). And, if the means 
of payment is reduced they trade with someone else. This is 
the real meaning of the recent efforts of our trade policy of the 
last eight months. Moreover, it should be noted that even our 
relatively small level of imports has a beneficial competitive 
effect in the domestic economy. Four price levels in a number 
of monopolistic industries would surely be higher without the 
competitive threat provided by imports.

In the course of Phase I of controls in the domestic econ 
omy, we imposed an across the board import surcharge. We 
devalued the dollar to increase our exports. And, we con 
cluded some bilateral agreements for reduction of some im 
ports from some countries (some of which, Italy for example, 
acquiesced with remarkable alacrity).

The first indications of the modern results of this policy 
now are beginning to trickle in. We are told that the balance 
of payments for the first quarter of 1972 is the worst that it has 
been in si^c years; 10 new countries have come into the Com 
mon Market, rather than the previously projected six; and it 
now is estimated this is very likely to cost us $1 billion annually 
in exports. As previously indicated, this probably will not break 
us, but it does suggest we ought to begin to look at our trade 
policy rather carefully in terms of just what it is that we want 
to do with it. If we continue to reduce imports, or pass the 
Burke-Hartke Bill, we can expect a continued decline in ex 
ports, too.

11
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The Burke-Hartke Bill

Our most apparent problem appears to be that some im 
ports are keeping some of our people out of work. On the 
other hand, a decline in exports also puts people out of work. 
The quota on Italian shoes probably kept some shoe workers 
at work in the U.S. We don't know what Italy might have 
bought that they are not now buying from us. But, whatever 
it was, we lost an export and other jobs.

In addition, it is suggested that American firms' invest 
ment of capital overseas (imports of lOU's, bonds, stocks, etc.) 
is providing income to these firms (which provides us with 
claims on foreigners just like exports do) without those firms' 
having to employ American workers. No one seems to want to 
understand that if CM could not assemble parts in Japan with 
"cheap labor" "CM might not have as big a domestic operation 
at home and not employ as many workers here rather than 
more, because the increase in GM's costs would merely raise 
prices. This, itself, would induce further imports.

To alleviate these problems, the Burke-Hartke Bill would 
establish quotas for all imports, and tax foreign investment 
more heavily.

This may be the first time a trade bill has attempted tp 
deal with the problem of corporate America's investment in 
foreign countries, with the objective of reducing that invest 
ment as a means of supporting employment at home. Such an 
effort is all the more tragic because this type of attempt to con 
trol it is based upon a false premise. The premise, very simply, 
is that, if American corporations could not invest some given 
amount elsewhere, they would invest that same amount here 
and employ the necessary resources and labor which would 
otherwise be unemployed. Alas, the capital ]s traveling abroad 
in the first place because the return is better. It is receiving an 
income which improves our balance of payments and, if we 
cut off the export of capital, nothing currently is happening to 
our economy which would induce its investment here. Further 
more, if U.S. firms did not so invest abroad, they generally 
would lose part of their export markets to foreign firms.

12
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Quotas will reduce imports and we can all pay higher 
prices for shoes and keep a few more shoe workers earning 
their close to minimum wages. (After all, it is true, a minimum 
wage is better than none!) But, this offers no protection to 
workers in undetermined industries where the market has de 
clined because, for some inexplicable reason, exports have 
been reduced. The question can be said to be: should we ac 
cept a system that shifts a portion of unemployment from one 
group of industries to another? And if so, can we simply ignore 
the effects upon export industries just because the problem 
appears to be less identifiable?

Our real problem at the present time is unemployment 
throughout the economy. Shutting off imports will hardly solve 
the problem alone, especially if exports suffer an equal decline 
due to predictable retaliation from abroad. With exports in 
creasingly tied to imports, it would seem to make more sense 
for us to deal with both in line with a coherent policy direct 
ing itself to all of the issues involved in our international trade.

A system of flexible tariffs appears to be a better answer 
for import and export problems than a rigid set of percentage 
quotas on imports. These considerations suggest some modifi 
cation of the hard Burke-Hartke line which could lead to a 
more beneficial trade policy.

13
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Taxation of Foreign Investment

Much of the current tax policy on foreign investment has 
been in the direction of encouraging and subsidizing such in 
vestment. We no longer have need for this policy except in the 
cases of some truly under-developed countries, where the 
problem can be more advantageously handled through some 
kind of direct aid. Therefore, there is no particular reason we 
cannot at least consolidate our tax policies and give equal tax 
treatment to both foreign and domestic investment.

It appears that some of the substantive tax proposals in 
the Bill provide a desirable method by which multi-national 
firms can be significantly controlled and the flow of U.S. capi 
tal and technology can be significantly decreased. Support can 
be given to the repeal of the tax credit against U.S. taxes which 
currently is given to U.S. firms for payment of foreign taxes. 
The present reasoning whereby tax credit is not allowed on 
U.S. taxes for payment of individual state taxes while such tax 
credit is allowed for payment of foreign income taxes, is sub 
ject to question. The obvious intent of such reasoning is to 
encourage U.S. investment abroad and to promote the export 
ing of U.S. technology. While such an intent can be supported 
in underdeveloped countries in connection with our foreign 
aid program it really serves no purpose in more industrialized 
nations. Such foreign tax credits for multi-national firms ap 
pear to us to be blatantly inconsistent with the desirable ob 
jectives of equal tax treatment and maintenance of high em 
ployment levels domestically. The proposed repeal of this tax 
credit will be an instrument in reducing both U.S. foreign 
investment and the transfer of technology that is presently 
moving to highly industrialized nations. For firms which cur 
rently are overseas with the expectation of these credits, a 
grace period should be allowed, within which the full, impact 
of the tax would be returned slowly.

Support can also be given the intent of the Burke-Hartke
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measure that all earnings and profits be reported and properly 
taxed in the year in which they accrue. There is no allowable 
rationale for the present tax deferments on foreign earnings 
and profits. Preferred tax deferments for multi-national giants 
should be ended immediately.

Where some doubt may be raised as to the intent of the 
Burke-Hartke Bill lies in the difference between equalizing tax 
treatment between foreign and domestic operations, and the 
outright penalizing of foreign investment on the presumption 
that it woald otherwise be undertaken here.

Equalization of taxation requires the current taxation of 
income from foreign investment that is realized or paid out in 
dividends or realized capital gains. The Burke-Hartke Bill 
would appear to extend taxation of an American corporation's 
foreign income to the whole share of income or capital gains 
earned for a given year both realized and unrealized income. 
While the distinction is not recognized in the Bill, taxation of 
unrealized income could conceivably cut off foreign invest 
ment, thereby eventually reducing one of the biggest credit 
items in our balance of payments income from foreign in 
vestments which becomes a current claim against the cur 
rencies of others.

Nevertheless, the principle of equality in taxation would 
indicate that realized income from foreign investment should 
be subject to corporate income taxation, and that this should 
be the case regardless of whether such cash dividends or capi 
tal gains remain in the country of origin or are paid in this 
country.

To allow paid income to escape taxation through the 
complete artifice that it is received elsewhere simply is another 
corporate income tax loophole and unnecessary subsidy to 
foreign investment.

In this same context, support should also be given to the 
Sections of Title I of the Burke-Hartke Bill which provide much 
needed reform in the areas of: a) more conservation and real 
istic depreciation rules in estimating tax write-offs for foreign 
operations; b) disallowing tax-free treatment 'for U.S. firms' 
incomes from licensing and transferring patents to foreign cor 
porations; and c) the repeal of special tax exemptions govern 
ing corporate personnel who spentel 17 out of 18 months over 
seas working for a foreign branch or other foreign subsidiary 
of a U.S. firm. The closing of tax'loopholes which conveniently 
serve the vested interests of multi-national giants is long over 
due. The Burke-Hartke Bill makes sound provision for this 
needed improvement.
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Import Trade

The inflexible import quotas which are outlined in the 
Bill constitute a much less desirable control instrument. Spe 
cifically, the proposal is ... that all products currently im 
ported into the United States be subjected to numerical quotas 
based on the annual average quantity imported from a specific 
country during the years 1965-69. In addition, quotas are to be 
adjusted so as to keep the relationship between imported 
goods and domestic production for a particular commodity or 
category of goods constant over time. These quotas would be 
determined and administered by a commission comprised of 
three members appointed by the President for six years each.

The type of quota system outlined in the Burke-Hartke 
Bill would prove more detrimental to the American consumer 
than it would prove helpful to the American economy. A 
recent Department of Commerce study has projected that the 
Burke-Hartke quotas would reduce imports by about $12 bil 
lion a year, or more than 25% from last year's level. It is also 
estimated that declines would be as much as 36% for Japanese 
products and 27% for products from the Common Market. 
Specifically, the study cites that color television imports would 
fall by 64% from 1971 levels and that automobile imports 
would decrease 52%.

Under such a severe quota system, the detrimental effects 
to the American consumer appear only too obvious. The con 
sumer's available market basket of goods would be severely 
altered. Moreover, the effect of such a change would lead to 
additional inflationary pressures. We would find that import 
ers, reacting to a market situation in which a strong demand 
exists for a reduced supply, would undoubtedly boost their 
prices. Furthermore, this tendency to higher prices would per 
sist in the absence of any renewed foreign competition. In 
addition, the American economy would have to prepare itself
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for retaliation from our trading partners. Looking at the inter 
national ramifications realistically, political and economic pres 
sures abroad would make retaliatory measures inevitable.

In sum, it appears that the Burke-Hartke Bill is asking the 
consumer to relinquish free economic choice one of the core 
values of American economic life to solve an economic prob 
lem which might be better solved through other means. We 
are told that the intent of the Burke-Hartke quota system is to 
protect American jobs artd reduce unemployment. In light of 
this, the provisions of the Bill raise two questions: 1) "Will im 
port quotas increase jobs of American workers," and 2) "Are 
quotas the most effective and least costly solution to the for 
eign import problem?"

Some jobs will, of course, be protected by the proposed 
import quotas. However, in an interdependent trading world, 

'imports and exports are inextricably woven together. Other 
countries pay for their imports from us with their exports to 
us. And, if the means of payment is reduced, they will retali 
ate against U.S. exports. Therefore, it seems obvious that the 
proposed Burke-Hartke quotas would result in serious disloca 
tions in the U.S."export sector, and that higher rates of unem 
ployment in this sector would inevitably follow. If the pro 
jected expansion of the Common Market is considered with 
its estimated effect of reducing U.S. exports by $1 billion 
annually, some idea may be had of how severe the employ 
ment problem in the export sector can become. One can 
therefore question the sensibility of a system which would ask 
one segment of our working population to accept more unem 
ployment so that other workers within the system can remain 
employed. This type of senseless employment "trade-off" is 
once again placing the brunt of inept economic policy directly 
on the worker.

In response to the second question posed above, it may 
be said that import quotas are not the least costly nor the most 
effective adjustment to import problems. It is not being sug 
gested as some might imagine, that the U.S. should adopt a 
free trade policy. To proclaim the virtues of the international 
division of labor and free trade does ignore certain short-run 
economic problems and political realities. Our foreign com 
petitors have not uniformly adopted policies approaching free 
trade. A free trade policy in one country, the U.S.A., will not 
result in an international division of labor and the consequent 
economic benefits to be reaped from free trade to the extent 
that other countries do not cooperate. Furthermore, there is 
always some danger foreign competition could eliminate cer-
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tain industries that are considered necessary for reasons of 
national security and independence (e.g., basic steel, certain 
electronics equipment, and others). On the other hand, there 
are no economic or political reasons why color T.V.'s radios 
and the like should not be produced overseas, especially if 
they can be produced more economically.

The proposed quotas would be costly in the sense that 
the suggested formula for quotas takes no particular account 
of market conditions. Because our domestic production had 
increased, with a percentage quota, the import allowance for 
one item would be increased when, perhaps, we needed 
none of it. If domestic production of another item was off, 
the important allowance would be cut and we might be left 
with less of the product than we wanted. Moreover, there 
would be no allowance for adjustments related to technologi 
cal and other new developments which would change the real 
terms of trade.

Quotas are hardly the most effective adjustment to import 
problems because they provide only a temporary respite for 
problems that require some long run adjustment of the under 
lying production conditions.

A system of tariffs, of course, can accomplish as much, or 
as little, as quotas. Tariffs in the past, it is true, have been 
used as capriciously and arbitrarily as quotas, for control over 
imports. The mechanism of tariffs, however, is a more useful 
adjunct to a more unified policy toward all aspects of our for 
eign trade. Tariffs provide revenues, for whatever purpose they 
might be turned to, as well as providing a control over imports. 
In the past, tariffs have been relatively rigid and have been 
relaxed on the basis of negotiated exemptions.

The proposed quota system is relatively rigid. The propor 
tions that imports of specific goods could be, as related to 
total domestic production, would be fixed. Once the level of 
imports reached that level in any given year, that would be 
the end of them. No provision is to be made for any economic 
dislocations this may create, and nothing further is to be done.

By contrast, we would favor legislatively established mini- 
mums and maximums for tariffs, reviewable from year to year. 
Administrative discretion could then operate a system of flex 
ible tariffs, within those established limits, which would take 
into consideration the other relevant issues related to our for 
eign trade. Tariff levels then could be established in relation 
to current levels of unemployment and rates of attrition in 
import affected industries, as well as with respect to other 
considerations related to foreign trade.
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A Proposed Trade Policy

Congress should adopt a Trade Program which addresses 
itself in a comprehensive fashion to all of the serious problems 
of worker displacement, market disruption, foreign invest 
ment, sick industries, dumping and all other effects of imports 
and exports.

A comprehensive program should include the following 
guidelines:

1) Changes in the tax laws affecting foreign trade should 
be undertaken in the direction of equalizing tax treat 
ment.

2) Tariff policies should be coordinated with industrial 
adjustment, worker retraining and relocation problems 
affected by import and export operations.

3) Consumer interests should be integrated into policy 
considerations affecting imports and exports.

4) Industries consistently threatened by the effects of in 
creased imports or decreased exports should be sub 
jected to a long-term program directed toward relative 
stability in production and employment.

Toward these ends, CWA proposes that:
1) A Foreign Trade Board should be established com 

posed of representatives of government, consumers' 
groups, labor and business to administer a compre 
hensive program. This Board should have the capacity 
to deal with adjustment of tariffs, within legislatively 
prescribed limits, and therefore, levels of imports and 
exports, and levels of employment in affected indus 
tries. It also should deal with funding and financing of 
manpower retraining and relocation dictated by these 
adjustments in the affected industries.

2) Such an authority would make it possible to determine 
the industries likely to be most grievously affected by 
imports. Tariffs for such goods could be so adjusted as 
to permit prices domestically which would maintain
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some given level of production in the industry. A de 
sirable level of production could be determined with 
criteria related to defense needs, effects on domestic 
industry, effects on consumers and on employment. 
There is no reason tariff levels cannot be adjusted to 
give consideration to levels of unemployment in indus 
try, degree of labor intensity in production; level of 
skill and average age of employees, rather than just to 
the level of profits in the industry.

3) Firms protected by a tariff would be required to de 
posit a portion of profits in excess of some appropriate 
rate of return for some base period in an import-export 
reserve fund. Such profits can be subjected to a grad 
uated sur-tax, the proceeds of which would be placed 
in the fund. This fund should be directed extensively 
towards a program of manpower retraining and relo 
cation for workers in industries affected by imports 
where the Board has determined that such an industry 
was not deserving of protection under the criteria it 
develops.

4) The Board could also allocate monies to the manage 
ment of such industries, in the form of short-term sub 
sidies designed to facilitate disinvestment without loss. 
(This is the effect of many of the current policies ad 
ministered by the ICC in the Railroad industry.)

5) Where, and whenever, the Board determines that ex 
port industries similarly are affected as a result of our 
import trade policies, similar allocations of money from 
the fund should be allocated on a program basis to 
workers and managements in these industries.

6) In the cases of export industries, too, where the pro 
portion of production destined for such export markets 
receives profits in excess of the profits in such markets 
over some base period, this excess also can be sub 
jected to a graduated tax to be levied into the reserve 
fund.

7) Where industries are adversely affected by heavy im 
ports, or a sudden influx of imports, they should be 
able to apply for upward adjustment of tariffs sufficient 
to deter violent movement in the industry. The Board 
should be empowered, however, to make recommen 
dations for change in the industry where it may be 
determined such changes might make subsidization 
unnecessary. (An obvious case is the situation of the 
steel industry where conversion to oxidization would
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put the U.S. steel industry on a more reasonable com 
petitive basis. Japanese steel is produced almost exclu 
sively under oxidization.)

8) To the extent that new foreign investment overseas 
griveously aggravates international balances, the Board 
might well have authority to restrain such transactions. 
This could be done through licensing restrictions. Al 
ternatively, the Board might have authority, when its 
other operations have aggravated the balance of pay 
ments, to impose a foreign investment tax on income 
from such investment equal to any share of realized 
return in excess of a rate of return on investment more 
than, for example, 1% higher than that corporation's re 
turn on equivalent domestic investment. These monies 
also should be levied into the reserve fund.

9) It would not be the intention of these proposals that 
policy by the Board be undertaken for the purpose of 
maintaining some balance in the reserve fund. Rather, 
the fund should be maintained for a desired import- 
export policy. Therefore, to the extent necessary, gen 
eral appropriations annually should be made in order 
to maintain the reserve fund for the purpose of this 
legislation.

This type of program would permit imports to be in 
creased or decreased, and exports to be increased or de 
creased independently.

To the objection that such a program would be either 
expensive or constitute a gross change in the philosophy or 
management of business in foreign trade, we would only say 
again that it amounts, one way or the other, to no more than 
6% of the annual GNP. This would seem to be small price to 
pay for stability in imports, exports, the related production, 
and employment affected by foreign trade.

10) Finally, apart from legislation, and in the direction of 
improving our export position, the United States must 
renew its efforts to secure more realistic exchange 
rates through agreements with foreign countries. Such 
agreements should secure reasonable limits to cur 
rency devaluations more in line with purchasing pow 
er exchange rates. The U. S. has little to lose in this 
direction, since such efforts should result in further 
devaluation of the U. S. dollar and improve our gen 
eral export position. A large part of our support of the 
dollar has been in support of American investment in 
foreign countries. Further support no longer is needed
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in many cases and such action will alleviate some of 
this particular aggravation to the balance of payments 
problem.

11) In addition, the Foreign Trade Board should be auth 
orized to appoint and staff special "product commit 
tees," where they find it desirable to do so, for the 
purpose of negotiation of bilateral agreements be 
tween countries seeking reduction of non-tariff bar 
riers to international trade.
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[93dCong., 1st sess.]

A BILL To amend the tariff and trade laws of the United States to promote full employ 
ment and restore a diversified production base; to amend the Internal Revenue Code of 
1954 to stem the outflow of United States capital, jobs, technology, and production, and 
for other purposes
Be it enacted by tlie Senate and. House of Representatives of the United, States 

of America in Congress assembled, That this Act may be cited as the "Foreign 
Trade and Investment Act of 1973."

PREAMBLE

In order to accomplish the domestic and foreign policy goals of the United 
States, it is necessary to promote and maintain a fully employed, innovative and 
diversified production base in the United States. In recent years rapidly in 
creasing imports, sometimes promoted by foreign government assistance or un 
regulated unfair trade practices, have all but eliminated certain domestic 
industries, and are threatening to destroy critical portions of the United States 
production base. It is the intent of Congress, in enacting this statute to insure 
that this destruction does not occur.

To this end, this statute should be interpreted to insure that the production 
of goods which have historically been produced in the United States is continued 
and maintained. To the extent that production of such goods has been trans 
ferred abroad, it is the intent of Congress that this production be encouraged 
to return to the United States. Moreover, as new products are developed and 
marketed in the United States this legislation should be administered such 
that a fair proportion of such production is maintained in the United States.

TITLE I
Sec. 101. Title I

Except as otherwise expressly provided, whenever in this title an amendment 
is expressed in terms of an amendment to a section or other provision, the refer 
ence shall be considered to be made to a section or other provision of the Internal 
Revenue Code of 1954.
Sec. 102. Taxation of earnings and profits of controlled foreign corporations

(a) In general. Part III of subchapter N of chapter 1 (relating to income 
from sources without the United States) is amended by inserting after subpart 
H thereof the following:

"SUBPART i—CONTROLLED FOREIGN CORPORATIONS
"Sec. 983. Amounts included in gross income of United States shareholders. 
"Sec. 984. Definitions.
"Sec. 895. Rules for determining stock ownership.
"Sec. 986. Exclusion from gross income of previously taxed earnings and profits. 
"Sec. 987. Adjustments to basis of stock in controlled foreign corporations 

and of other property.
"Sec. 988. Records and accounts of United State.s shareholders.

"Sec. 983. Amounts included in gross income of United States shareholders
"(a) Amounts included.—
"(1) In general.—If a foreign corporation is a controlled foreign corporation 

for an uninterrupted period of 30 days or more during any taxable year, every 
United States shareholder of such corporation who owns (within the meaning 
of section 985 (a)) stock in such corporation on the last day in .such year in which 
such corporation is a controlled foreign corporation shall include in its gross 
income, for its taxable year in which or with which such taxable year of the 
corporation ends, its pro rata share of the corporation's earnings and profits 
for such year.

"(2) Pro rata share of earnings and profits.—A United States shareholder's 
pro rata share referred to in paragraph (1) is the amount—

"(A) which would have been distributed with respect to the stock which such 
shareholder owns (within the meaning of section 985(a)) in such corporation if on 
the last day, in its taxable year, on which the corporation i,s a controlled for 
eign corporation it had distributed pro rata to its shareholders an amount (i)
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which bears the same ratio to its earnings and profits for the taxable year, as 
(ii) the part of such year during which the corporation is a controlled foreign 
corporation bears to the entire year, reduced by

"(B) an amount (i) which bears the same ratio to the earnings and profits 
of such corporation for the taxable year, as (ii) the part of such year described 
in subparagraph (A) (ii) during which such shareholder did not own (within 
the meaning of section 985(a)) such stock bears to the entire year.

"(b) Earnings and profits.—For purposes of this subpart, under regulations 
prescribed by the Secretary or his delegate, the earnings and profits of any for 
eign corporation, and the deficit in earnings and profits of any foreign corpora 
tion, for any taxable year—

"(1) except as provided in section 312 (m) (3), shall be determined according 
to rules substantially similar to those applicable to domestic corporations.

"(2) shall be appropriately adjusted for deficits in earnings and profits of such 
corporation for any prior taxable year beginning after December 31,1973,

"(3) shall not include any item of income which ijs effectively connected with 
the conduct by such corporation of a trade or business within the United States 
unless such item is exempt from taxation (or is subject to a reduced rate of tax) 
pursuant to a treaty obligation of the United States, and

"(4) shall not include any amount of earnings and profits which could not 
have been distributed by such corporation because of currency or other restric 
tions or limitations imposed under the laws of any foreign country.

"(c) Coordination With Election of a Foreign Investment Company To Dis 
tribute Income.—A United States shareholder who, for his taxable year, is a 
qualified shareholder (within the meaning of section 1247(c)) of a foreign in 
vestment company with respect to which an election under section 1247 is in 
effect shall not be required tfo include in gross income, for such taxable year, any 
amount under subsection (a) with respect to such company.

"(d) Coordination With Foreign Personal Holding Company Provisions.—In 
the case of a United States shareholder who, for his taxable year, is subject 
to tax under section 551 (b) (relating to foreign personal holding company 
income included in gross income of United States shareholders) on income of a 
controlled foreign corporation, the amount required to be included in gross in 
come by such shareholder under subsection (a) with respect to such company 
shall be reduced by the amount included in gross income by such shareholder 
under section 551 (b).
"Sec. 984. Definitions

"(a) United States Shareholder Defined.—For purposes of this subpart, the 
term 'United States shareholder' means, with respect to any foreign corporation, 
a domestic corporation which owns (within the meaning of section 985(a)), or 
is considered as owning by applying the rules of ownership of section 985(b), 10 
percent or more of the total combined voting power of all classes of stock entitled 
to vote of such foreign corporation.

"(b) 'Controlled Foreign Corporation Defined.—For purposes of this subpart, 
the term 'controlled foreign corporation' means any foreign corporation of which 
more than 50 percent of the total combined voting power of all classes of stock 
entitled to vote is owned (within the meaning of section 985(a)), or is considered 
as owned by applying the rules of ownership of section 985(b), by United States 
shareholders on any day during the taxable year of such foreign corporation.
"Sec. 985. Rules for determining stock ownership

"(a) Direct and Indirect Ownership.—
"(1) General Rule.—For purposes of this subpart, stock owned means— 

"(A) stock owned directly, and 
"(B) stock owned with the application of paragraph (2).

"(2) Stock Ownership Through Foreign Entities.—For purposes of subpara 
graph (B) of paragraph (1), stock owned, directly or indirectly, by or for a 
foreign corporation or foreign estate (within the meaning of section 7701 (a) 
(31)) or by or for a partnership or trust shall be considered as being owned pro 
portionately by its shareholders, partners, or beneficiaries. Stiock considered to 
be owned by a person by reason of the application of the preceding sentence 
Shall, for purposes of applying such sentence, be treated as actually owned by 
Such person.

"(b) Constructive Ownership.—For purposes of section 984, section 318(a) 
(relating to constructive ownership of stock) shall apply to the extent that the
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effect is to treat 'any domestic corporation as a United States shareholder within 
the meaning of section 984(a), or to treat a foreign corporation as a controlled 
foreign corporation under section 984 (b), except that—

"(1) In applying subparagraphs (A), (B), and (C) of section 318(a) (2), 
if a partnership, estate, trust, or corporation owns directly or indirectly, 
more than 50 percent of the total combined voting power of all classes of 
stock entitled to vote of a corporation, it shall be considered as owning 
all of the stock entitled to vote.

"(2) In applying subparagraph (C) of section 318(a) (2), the phrase '10 
percent' shall be substituted for the phrase '50 percent' used in subparagraph 
(C).

"Sec. 986. Exclusion from gross income of previously taxed earnings and profits 
"(a) Exclusion From Gross Income.—For purposes of this chapter, the earn 

ings and profits for a taxable year of a foreign corporation attributable 
to amounts which are, or have been, included in the gross income of a United 
States shareholder under section 983(a) shall not, when such amounts are dis 
tributed directly, or indirectly through a chain of ownership described under 
section 985(a), to—

"(1) such shareholder (or any domestic corporation which acquires from 
any person any portion of the interest of such United States shareholder 
in such foreign corporation, but only to the extent of such portion, and 
subject to such proof of the identity of such interest as the Secretary or his 
delegate may by regulations prescribe), or

"(2) a trust (other than a foreign trust) of which such shareholder is 
a beneficiary,

be again included in the gross income of such United States shareholder (or of 
such domestic corporation or of such trust).

"(b) Exclusion From Gross Income of Certain Foreign Subsidiaries.—For 
purposes of section 983(a), the earnings and profits for a taxable year of a con 
trolled foreign corporation attributable to amounts which are, or have been, 
included in the gross income of a United States shareholder under section 983 (a), 
shall not, when distributed through a chain of ownership described under sec 
tion 985(a), be also included in the gross income of another controlled foreign 
corporation in such chain for purposes of the application of section 983(a) to 
such other controlled foreign corporation with respect to such United States 
shareholder (or to any other United States shareholder who acquires from any 
person any portion of the interest of such United States shareholder in the 
controlled foreign corporation, but only to the extent of such portion, and subject 
to such proof of identity of such interest as the Secretary or his delegate may 
prescribe by regulations).

"(c) Allocation of Distributions.—For purposes of subsections (a) and (b), 
section 316(a) shall be applied by applying paragraph (2) thereof, and then 
paragraph (1) thereof—

"(1) first, to earnings and profits attributable to amounts included in 
gross income under section 983(a), and

" (2) then to other earnings and profits.
"(d) Distributions Excluded from Gross Income Not To Be Treated as Divi 

dends.—Any distribution excluded from gross income under subsection (a) shall 
be treated, for purposes of this chapter, as a distribution which is not a dividend.
"Sec. 987. Adjustments to oasis of stock in controlled foreign corporations and 

of other property
"(a) Increase in Basis.—Under regulations prescribed by the Secretary or his 

delegate, the basis of a United States shareholder's stock in a controlled 
foreign corporation, and the basis of property of a United States shareholder 
by reason of which it is considered under section 985(a) (2) as owning stock 
of a controlled foreign corporation, shall be increased by the amount required 
to be included in its gross income under section 983(a) with respect to such 
stock or with respect to such property, as the case may be, but only to the extent 
to which such amount was included in the gross income of such United States 
shareholder.

"(b) Reduction in Basis.—
"(1) In Genefal.—Under regulations prescribed by the Secretary <>r his dele 

gate, the adjusted basis of stock or other property with respecti to which a 
United States shareholder or a United States person receives an amount which 
is excluded from gross income under section 986(a) shall be reduced by the 
amount so excluded.
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"(2) Amount in Excess of Basis.—To the extent that an amount excluded 
from gross income under section 986(a) exceeds the adjusted basis of the 
stock or other property with respect to which it is received, the amount shall 
be treated as gain from the sale or exchange of property.
"Sec. 988. Records and accounts of United States shareholders

"(a) Records and Accounts To Be Maintained.—The Secretary or his dele 
gate may by regulations require each person who is, or has been, a United 
States shareholder of a controlled foreign corporation to maintain such records 
and accounts as may be prescribed by such regulations as necessary to carry 
out the provisions of this subpart.

" (b) Two or More Persons Required To Maintain or Furnish the Same Records 
and Accounts With Respect to the Same Foreign Corporation.—Where, but for 
this subsection, two or more persons would be required to maintain or furnish 
tilie same records and accounts as may by regulations be required under sub 
section (a) with respect to the same controlled foreign corporation for the same 
period, the Secretary or his delegate may by regulations provide that the mainte 
nance or furnishing of such records and accounts by only one such person shall 
satisfy the requirements of subsection (a) for such other persons."

(b) Technical and Conforming Amendment.—
(1) Section 864(c) (4) (D) is amended to read as follows :
"(D) No income from sources without the United States shall be treated as 

effectively connected with the conduct of a trade or business within the United 
States if it consists of dividends, interest, or royalties paid by a foreign cor 
poration in which the taxpayer owns (within the meaning of section 985(a)), 
or is considered as owning (by applying the ownership rules of section 958(b)), 
more than 50 percent of the total combined voting power of all classes of stock 
entitled to vote."

(2) Section 951 is amended by adding at the end thereof the following: 
"(e) Taxable Years Ending Before December 31, 1973.—No amount shall be 

required to be included in the gross income of a United States shareholder under 
subsection (a) (other than paragraph (1) (A) (ii) of such subsection) with 
respect to a taxable year of a controlled foreign corporation ending aftter Decem 
ber 31,1973."

(3) Section 1016(a) (20) is amended by striking out "section 961" and in 
serting in lieu thereof "sections 961 and 987."

(4) Section 1246(a) (2) (B) is amended by inserting "or 983" after "section 
951" and by inserting "or 986" after "section 959."

(5) Section 1248 is amended—
(A) by striking out subsection (b) ;
(B) by revising subsection (d) (1) to read as follows:
"(1) Amounts Included in Gross Income Under Section 951 or 983.—Earnings 

and profits of the foreign corporation attributable to any amount previously 
included in the gross income of such person under section 951 or 983, with 
respect to the stock sold or exchanged, but only to the extent the inclusion of 
such amount did not result in an exclusion of an amount from gross income 
under section 959 or 986." ;

(C) by striking out in subsection (d) (3) "section 902(d)" and inserting in 
lieu thereof "subsection (h)", and by adding at the end of such subsection. "No 
amount shall be excluded from the earnings and profits of a foreign corporation 
under this paragraph with respect to any United States person which is a domestic 
corporation for any taxable year of such foreign corporation ending after De 
cember 31,1973."; and

(D) by adding at the end thereof the following:
"(h) Less Developed Country Corporation Defined.—For purposes of this sec 

tion, the term 'less developed country corporation' means—
"(1) a foreign corporation which, for its taxable year, is a less developed 

country corporation within the meaning of section 955(c) (1) or (2), and
"(2) a foreign corporation which owns 10 percent or more of the total combined 

voting power of all classes of stock entitled to vote of a foreign corporation 
which is a less developed country corporation within the meaning of section 
955(c)(l),and—

"(A) 80 percent or more of the gross income of which for its taxable year 
meets the requirement of section 955(c) (1) (A) ; and

"(B) 80 percent or more in value of the assets of which on each day of such 
year consists of property described in section 955 (c) (1) (B)."

(c) Effective Dates-—
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(1) Except as provided In paragraph (2), the amendments made by this sec 
tion shall apply with respect to taxable years of foreign corporations ending 
after December 31, 1973, and to taxable years of United States shareholders with 
in which or with which such taxable years of such foreign corporations end.

(2) The amendments made by subsection (b) (4) shall apply with respect to 
sales or exchanges occurring in taxable years beginning after December 31, 1973. 

SEC. 103. Repeal of Foreign Tax Credit Allowed Corporations.
(a) In General.—Section 901 (relating to taxes of foreign countries and 

of possessions of the United States) is amended—
(1) by revising subsection (a) to read as follows :
"(a) Allowance of Credit.—In the case of a taxpayer other than a corpo 

ration, who chooses to have the benefits of this subpart. the tax imposed 
by this chapter shall, subject to the applicable limitation of section 904, be 
credited with the amounts provided in the applicable paragraph of subsection 
(b). Such choice for any taxable year may be made or changed at any time be 
fore the expiration of the period prescribed for making a claim for credit or re 
fund of the tax imposed by this chapter for such taxable year. The credit shall 
not be allowed against the tax imposed by section 56 (relating to minimum tax for 
tax preferences)." ;

(2) by revising subsection (b) (1) to read as follows :
"(1) Citizens.—In the case of a citizen of the United States, the amount 

of any income, war profits, and excess profits taxes paid or accrued during the 
taxable year to any foreign country or to any possession of the United States; 
and ";

(3) by revising subsection (b) (4) to read as follows :
"(4) Nonresident Alien Individuals.—In the case of any nonresident alien 

individual not described in section 876, the amount determined pursuant to 
section 906: and" ; and

(4) by striking out subsections (d) and (e).
(b) Technical and Conforming Amendments.—
(1) Section 78 is repealed.
(2) Section 535 (b) (1) is amended by striking out "and income, war profits, 

and excess profits taxes of foreign countries and possessions of the United States 
(to the extent not allowable as a deduction under section 275 (a) (4)), ac 
crued during the taxable year or deemed to be paid by a domestic corporation 
under section 902 (a) (1) or 960 (a) (1) (C) for the taxable year," and by 
inserting in lieu thereof "accrued during the taxable year,".

(3) Section 545(b) (1) is amended by striking out "and income, war profits, 
and excess profits taxes of foreign countries and possessions of the United States 
(to the extent not allowable as a deduction under section 275(a) (4), accrued 
during the taxable year or deemed to be paid by a domestic corporation under 
section 902(a) (1) or 960(a) (1) (C) for the taxable year." and by inserting in 
lieu thereof "accrued during the taxable year,".

(4) Section 841 is repealed.
(5) Section 882 (c) is amended by striking out paragraph (3).
(6) Section 884 is amended by striking out paragraph (4).
(7) Section 902 is repealed.
(8) Section 906 is amended—
(A) by striking out "and foreign corporations" in the heading thereof;
(B) by striking out in subsection (a) "or a foreign corporation" and "(or 

deemed, under section 902. paid or accrued during the taxable year)";
(C) by striking out in subsection (b) (3) "or 881 (relating to income of 

foreign corporations not connected with United States business)" ; and
(D) by striking out subsection (b) (4).
(9) Section 904(g) is repealed.
(10) Section 960 is repealed.
(11) Section 1503 is amended to read as follows :

"Sec. 1503. Computation and Payment of Taxes
"In any case in which a consolidated return is made or is required to be made, 

the tax shall be determined, computed, assessed, collected, and adjusted in 
accordance with the regualtions under section 1502 prescribed before the last day 
prescribed by law for the filing of such return."

(c) Effective Date.—The amendments made by this section shall apply with 
respect to taxable years beginning after December 31,1973.
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Sec. 104. Depreciation of Foreign Assets

(a) Earnings and Profits of Foreign Corporations.—Section 312(m) (relating 
to effect of depreciation on earnings and profits) is amended by striking out 
paragraph (3) and inserting in lieu thereof the following:

"(3) Foreign Corporations.—In applying paragraph (1) or (2) for purposes 
of computing the earnings and profits of a foreign corporation, the amount of 
depreciation which would be allowable for the taxable year with respect to any 
property shall be determined on the basis of the useful life of such property in 
the hands of such foreign corporation."

(b) Depreciation of Property Located Outside the United States.—Section 167 
(relating to depreciation) is amended by redesignating subsection (n) as subsec 
tion (o) and by inserting immediately after subsection (m) the following:

"(n) Depreciation on Property Located Outside the United States.—In the 
case of any property which either is located outside the United States or is used 
predominantly outside the United States (other than property described in sec 
tion 48(a) (2) (B) (i) (ii), (iii), (iv ), (v), or (vi)), subsection (b) shall not 
apply and the term 'reasonable allowance' as used in subsection (a) shall be an 
allowance computed under the straight line method on the basis of the useful 
life of the property in the hands of the taxpayer."

(c) Effective Dates.—The amendments made by this section shall apply with 
respect to taxable years beginning after December 31,1973.
See. 105. Transfers of Patents, Etc., to Foreign Corporations

(a) Recognition of Gain.—Section 367 (relating to foreign corporations) is 
amended by adding at the end thereof the following:

"(e) Transfers of Patents, Etc., to Foreign Corporations.—Notwithstanding 
any other provision of this subtitle, any gain realize on a transfer of a patent, 
an invention, model, or design (whether or not patented), a copyright, a secret 
formula or process, or any other similar property right to any foreign corpora 
tion in an exchange to which this section is applicable shall be recognized."

(b) Effective Date.—The amendments made by this section shall apply with 
respect to transfers of property made after the date of enactment of this Act.
Sec. 106. Exclusion for earned income from sources without the United States

(a) Limitation of Exclusion.—Section 911(c) (relating to special rules) is 
amended by adding at the end thereof the following:

"(8) Certain Compensation Not Excludable.—No amount received for services 
performed—

" (A) for a domestic corporation or a domestic partnership, or
"(B) for a controlled foreign corporation (within the meaning of section 

984(b)), may be excluded under subsection (a)."
(b) Effective Date.—The amendment made by this section shall apply with 

respect to amounts received for services performed after the date of enactment 
of this Act.
Sec. 107. Submission of report on international tax compliance

Not later than December 31, 1974, the Treasury Department shall submit to 
the Congress a report on the administration of the income tax imposed by the 
Internal Revenue Code of 1954 as it applies to business activities carried on 
outside the United States by United States corporations, whether directly or 
through foreign entities. Such report shall include, but not be limited to, a 
discussion and analysis of the enforcement and compliance problems encoun 
tered by the Treasury Department in such administration.

TITLE II——UNITED STATES FOREIGN TEADE BOARD

Sec. 201. Organisation of the board membership
(a) The United States Foreign Trade Board (referred to in this title as the 

"Board") shall be composed of ten members to be hereafter appointed by the 
President by and with the advice and consent of the Senate. No person shall 
be eligible for appointment as a member unless he is a citizen of the United 
States, and, in the judgment of the President, is possessed of qualifications 
requisite for developing expert knowledge of foreign trade and investment 
Problems and efficiency in administering the functions and duties of the Board. 
NTot more than six of the members shall be members of the same political 
Party. Two members of the Board shall represent the public interest, two shall
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represent labor interests, two shall represent industrial interests, two shall 
represent consumer interests, and two shall represent agricultural interests.

(b) Terms of office of the members first taking office shall expire, as desig 
nated by the President at the time of nomination, two at the end of every 
second year following July 1, 1973. The term of office of a successor to any 
such member shall expire 6 years from the date of the expiration of the term 
for which his predecessr was appointed, except that any member appointed to 
fill a vacancy occurring prior to the expiration of the term for which his 
predecessor was appointed, shall be appointed for the remainder of such term.

(c) The President shall annually designate one of the members as Chairman 
and one as Vice Chairman of the Board, except that, at any time, a member 
representing labor interests shall be designated either as Chairman or Vice 
Chairman. The Vice Chairman shall act as Chairman in case of the absence 
or disability of the Chairman. A majority of the members in office shall con 
stitute a quorum, but the Board may function notwithstanding vacancies. No 
member shall actively engage in any other business, vocation, or employment 
than that of serving as a member.

(d) (1) Whenever, in any case calling for findings of the Board in connection 
with any authority conferred upon the President by law to make changes in 
tariffs or import restrictions, a majority of the members voting are unable to 
agree upon findings or recommendations, the findings (and recommendations, 
if any) of any one of the members may be considered by the President as the 
findings and recommendations of the Board.

(2) Whenever, in any case in which the Board is authorized to make an 
investigation upon its own motion, upon complaint, or upon application of any 
interested party, one-half of the number of members voting agree that the 
investigation should be made, such investigation shall thereupon be carried 
out in accordance with the statutory authority covering the mater in question. 
Whenever the Board is authorized to hold hearings in the course of any investi 
gation and one-half of the number of members voting agree that hearings should 
be held, such hearings shall thereupon 'be held in accordance with the statutory 
authority covering the matter in question.

TITLE III—AGREEMENTS TO ESTABLISH QUANTITATIVE RESTRAINTS ON IMPORTS

Sec. 301. Arrangements or agreements regulating Imports
(a) In addition to any other authority conferred on him by law with respect to 

negotiating foreign trade arrangements or agreements, the President is author 
ized to conclude bilateral or multilateral arrangements or agreements with gov 
ernments of foreign countries regulating, by category, the quantities of articles 
produced in such foreign countries which may be exported to the United States or 
entered and to issue regulations necessary to carry out the terms of such arrange 
ments or agreements. In concluding any arrangement or agreement under this 
subsection, the President shall take into account conditions in the United States 
market, the need to avoid disruption of that market, and such other factors 
as he deems appropriate to protect the national interest.

(b) Whenever a multilateral arrangement or agreement concluded under 
subsection (a) is in effect among the countries, including the United States. 
which account for a significant part of world trade in the article concerned and 
such arrangement or agreement contemplates the establishment of limitations 
on the trade in the article produced in countries not parties to such arrangement 
or agreement, the United States Foreign Trade Board (hereafter referred to in 
this title as the "Board") may by regulation prescribe the total quantity of the 
article produced in each country not a party to such arrangement or agreement 
which may be entered.

(c) There shall be promulgated as a part of the appendix to the Tariff Sched 
ules of the United States, Annotated, all quantitative limitations and exemptions 
established pursuant to any arrangement or agreement entered into under this 
title.

(d) One year after the enactment of this Act, and by July 1 of each succeed 
ing year, the Board shall publish a report to the Congress reviewing actions 
taken by it under this title during that year.
Sec. 302. Definitions 
As used in this title—

(1) The term "category" means a grouping of goods as determined by the 
Board, for the purposes of this title, using the five-digit and seven-digit item num-
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bers applied to such articles In the Tariff Schedules of the United States, Anno 
tated, as published by the United States Tariff Commission. Groupings shall not 
be made that will adversely affect the assembly or production of any item or 
component in the United States.

(2) The term "entered" means entered, or withdrawn from warehouse, for 
consumption in the customs territory of the United States.

(3) The term "produced" means manufactured or produced.
(4) The term "foreign country" includes a foreign instrumentality.

TITLE IV——AMENDMENTS TO THE ANTIDUMPING AND COUNTERVAILING DUTY ACTS

Sec. 401. Amendments to the Antidumping Act 
The Antidumping Act of 1921 is hereby amended to read as follows : 
"Sec. 201. (a) Whenever a class or kind of foreign merchandise is being, or is 

likely to be, sold in the United States or elsewhere at less than its fair value and 
an industry in the United States is being or is likely to be injured, or is prevented 
from being established, by reason of the importation of such merchandise into 
the United States, there shall be levied, collected, and paid on such merchandise, 
in addition to any other duties imposed thereon by law, a special dumping duty 
in an amount equal to the difference between the purchase price or the exporter's 
sales price and the foreign market value (or, in the absence of such value, the 
constructed value).

. "(b) The United States Foreign Trade Board (hereinafter called the Board) is 
hereby authorized to investigate complaint (s) filed with it on behalf of any 
industry by a firm or group of workers, to make such investigation as it deems 
necessary, and to issue orders to effectuate the provisions of this Act. Board 
proceedings and actions under this Act shall be completed within four months of 
the filing of a complaint, and shall be in accordance with the provisions of sub- 
chapter II of chapter 5 of title 5 of the United States Code. Any final order en 
tered in any such proceeding shall be made on the record after opportunity for a 
Board hearing and shall be subject to judicial review in the manner prescribed in 
chapter 158 of title 28 of the United States Code and to the provisions of chapter 
7 of title 5 of the United States Code.

"(c) Whenever the Board has reason to believe or suspect from information 
presented to it, that the purchase price is less, or that the exporter's sales price 
is less or likely to be less, than the foreign market value or, in the absence of 
such value, than the constructed value, it shall forthwith publish notice of that 
fact in the Federal Register and shall direct the withholding of appraisement 
reports as to such merchandise entered, or withdrawn from warehouse, for con 
sumption, not more than one hundred and twenty days before the question of 
dumping has been raised by or presented to it, until the further order of the 
Board, or until the Board has completed its investigation in regard to such mer 
chandise.

"Sec. 202. (a) Upon information of the issuance of an order by the Board pro 
viding for the imposition of a special dumping duty, the Secretary of the Treas 
ury (hereinafter referred to as the "Secretary") shall, through the proper offi 
cers, impose the special dumping duty on all imported merchandise, whether duti 
able or free of duty, of a class or kind presrcibed in the Board's order, entered, 
or withdrawn from warehouse, for consumption, not more than one hundred and 
twenty days before the question of dumping was raised by or presented to the 
Board, and as to which no appraisement report has been made before such 
order has been made." (Plus conforming changes in subsequent sections.)
Sec. 40%. Amendments to the countervailing duty law

The countervailing duty law (section 303 of the Tariff Act of 1930, 19 U.S.C. 
1303) is amended to read as follows :
"Sec. 303. Countervailing duties

"Whenever any country, dependency, colony, province, or other political sub 
division of government, person, partnership, association, cartel, or corporation 
shall pay or bestow, directly or indirectly, any bounty or grant upon the manu 
facture or production or export of any article or merchandise manufactured or 
produced in such country, dependency, colony, province, or other political sub 
division of government, and such article or mechandise is duiable under the 
provisions of this Act, then upon the importation of any such article or mer- 

}nto tne united States, whether the same shall be imported directly 
the country of production or otherwise, and whether such article or mer-
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chandise is imported in the same condition as when exported from the country 
of production or has been changed in condition by remanufacture or otherwise, 
there shall be levied and paid, in all such cases, in addition to the duties other 
wise imposed by this Act, an additional duty equal to the net amount of such 
bounty or grant, however the same be paid or bestowed. The United States For 
eign Trade Board is hereby authorized to investigate complaint(s) filed under 
this section or upon its initiative and to issue orders to effectuate the provisions 
of this section. Such orders shall be made on the record after opportunity for 
a hearing. Upon information of the issuance of an order by the Foreign Trade 
Board, the Secretary of the Treasury shall, through the proper officers, impose 
the additional duty prescribed therein. Foreign Trade Board proceedings and 
actions under this section shall be completed within four months of the filing 
of a complaint, and shall be in accordance with the provisions of subchapter II 
of chapter 5 of title 5 of the United States Code, and any final order entered 
in any such proceeding shall be subject to judicial review in the manner pre 
scribed in chapter 158 of title 28 of the United States Code."

TITLE V——AMENDMENTS TO THE TRADE EXPANSION ACT OF 1962——ADJUSTMENT
ASSISTANCE

Sec. 501. Petitions and determinations
Section 301 of the Trade Expansion Act of 1962 (19 U.S.C. 1901) is amended 

to read as follows:
"§ 301. Petitions and determinations

"(a) (1) A petition for tariff adjustment under section 351 of this title may be 
filed with the United States Foreign Trade Board (hereafter referred to in this 
section as the 'Board') by a trade association, firm, certified or recognized union, 
or other representative of an industry.

"(2) A petition for a determination of eligibility to apply for adjustment as 
sistance under chapter 2 may be filed with the Board by a firm or its representa 
tive, and a petition for a determination of eligibility to apply for adjustment 
assistance under chapter 3 may be filed with the Board by a group of workers 
or by their certified or recognized union or other duly authorized representa 
tives.

"(3) Whenever a petition is filed under this subsection, the Board shall trans 
mit a copy thereof to the Secretary of Commerce.

"(b) (1) Upon a request of the President, upon resolution of either the Com 
mittee on Finance of the Senate or the Committee on Ways and Means of the 
House of Representatives, upon its own motion, or upon the filing of a peti 
tion by the petitioner under subsection (a) (1) of this section the Board shall 
promptly make an investigation to determine whether an article is being im 
ported into the United States in such increased quantities, either actual or rela 
tive, as to contribute substantially (whether or not such increased imports are 
the major factor or the primary factor) toward causing or threatening to cause 
serious injury to the domestic industry producing an article which is like or di 
rectly competitive with the imported article.

For purposes of this paragraph, the term 'industry' means the aggregate 
of those firms or appropriate subdivisions thereof which produce a product or 
component threatened by imports. Where the product or component is produced 
in a distinct part or section of an establishment, whether or not the firm has 
one or more establishments, such part or section shall be considered an appro 
priate subdivision.

"(2) In making its determination under paragraph (1), the Board shall take 
into account all economic factors which it considers relevant, including idling 
of productive facilities, inability to operate at a level of reasonable profit, unem 
ployment or underemployment, loss of fringe benefits, and decreased or stagnant 
wages.

"(3) No investigation for the purpose of paragraph (1) shall be made, upon 
petition filed under subsection (a) (1) of this section, with respect to the same 
subject matter as a previous investigation under paragraph (1), unless one year 
has elapsed since the Board made its report to the President of the results of such 
previous investigation.

"(c) (1) In the case of a petition by a firm for a determination of eligibility 
to apply for adjustment assistance under chapter 2, the Board shall promptly 
make an investigation to determine whether an article like or directly competitive 
with an article produced by the firm is being imported into the United States in
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such increased quantities either actual or relative as to contribute substantially 
(whether or not such increased imports are the major factor or the primary 
factor) toward causing or threatening to cause, serious injury to such firm. In 
making its determination under this paragraph, the Board shall take into account 
all economic factors which it considers relevant, including idling of productive 
facilities of the firm, inability of the firm to operate at a level of reasonable 
profit, unemployment or underemployment in the firm, loss of fringe benefits, and 
decreased or stagnant wages.

"(2) In the case of a petition by a group of workers for a determination of 
eligibility to apply for adjustment assistance under chapter 3, the Board shall 
promptly make an investigation to determine whether an article like or directly 
competitive with an article produced by such workers' firm, or an appropriate 
subdivision thereof, is being imported into the United States in such increased 
quantities (either actual or relative) as to contribute substantially (whether or 
not such increased imports are the major factor or the primary factor) toward 
causing or threatening to cause, unemployment or underemployment of a sig 
nificant number or proportion of the workers of such firm or subdivision.

"(d)(l) In the course of any investigation under subsection (b) (1) of this 
section, the Board shall, after reasonable notice, hold public hearings and shall 
afford interested parties opportunity to be present, to produce evidence and to 
be heard at such hearings.

"(2) Subject to subsection (g) of this section, in the course of any investiga 
tion under subsection (c) (1) or (c) (2) of this section, the Board shall, after 
reasonable notice, hold public hearings if requested by the petitioner, or if, 
within 10 days after notice of the filing of the petition, a hearing is requested 
by any other party showing a proper interest in the subject matter of the 
investigation, and shall afford interested parties an opportunity to be present, 
to produce evidence, and to be heard at such hearings.

"(e) Should the Board find with respect to any article, as the result of its 
investigation, the serious injury or threat thereof described in subsection (b) 
of this section, it shall find the amount of increase in, or imposition of, any duty 
_>r other import restriction on such article which is necessary to prevent or 
remedy such injury.

"(f) When the Board makes a determination that the imposition of a duty 
or the increase of a duty is necessary, it shall have the authority to establisli 
the duty which it determines is necessary to fulfill the purposes of this Act. The 
criteria it shall consider, but not be limited to, should include maintaining a 
level of production which conforms to defense needs, and which does not 
adversely affect other domestic industry or consumers. It should take into con 
sideration levels of employment, the degree of labor intensity involved in produc 
tion of the article, degree of skill of the affected employees, age of the affected 
employees, in addition to the profit structure of the industry.

"(g) An Import-Export Reserve Fund shall be established by the Board, to 
receive that portion of the profits of a tariff-protected industry which the Board 
determines is above an appropriate rate of return. The Import-Export Reserve 
Fund shall be used to retrain and relocate employees of industries which the 
Board determines are not capable of attaining viability within the criteria the 
Board establishes as its formula for determining the actions it should take 
concerning jeopardized industries. Industries which are determined to be with 
out viability potential may receive financial assistance from the Import-Export 
Reserve Fund so that they may phase out through disinvestment without loss.

"(h) The Board shall consider the feasibility of establishing a formula which 
would provide that profits of export industries, which are in excess of the 
profits during a base period, be placed in the Import-Export Reserve Fund. The 
Board shall consider, but .not be limited to. whether a formula would serve to 
increase jobs through training and relocation, and report its findings to the 
Congress annually.

"(i) (1) The Board shall report to the President the results of each investiga 
tion under this section and include in each report any dissenting or separate 
views. The Board shall furnish to the President a transcript of the hearings and 
fmv briefs which may have been submitted in connection with each investigation.

"(2) The report of the Board of its determination under subsection (b) of 
this section shall be made at the earliest practicable time, but not later than 6 
months after the date on which the petition is filed (or the date on which the 
Vquest or resolution if? received or the motion is adopted, as the case may be). 
Upon making such report to the President, the Board shall promptly make public
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such report, and shall cause a summary thereof to be published in the Federal 
Register.

"(3) The report of the Board of its determination under subsection (c) (1) or 
(c) (2) of this section with respect to any firm or group of workers shall be 
made at the earliest practicable time, but not later than 60 days after the date 
on which the petition is filed.

"(j) Board proceedings under this title shall be in accordance with the provi 
sions of subchapter II of chapter 5 of title 5 of the United States Code. Any final 
order entered in such proceeding shall be made on the record after opportunity 
for a Board hearing and shall be subject to judicial review in the manner 
prescribed in chapter 158 of title 28 of the United States Code and to the provi 
sions of chapter 7 of title 5 of the United States Code."
Sec. 502. Conforming amendments.

Sections 242, 302, 351, and 352 of the Trade Expansion Act of 1962 are each 
amended by striking out "Tariff Commission" each place it appears therein and 
inserting in lieu thereof "United States Foreign Trade Board".

TITLE VI——FOREIGN INVESTMENT AND TECHNOLOGY EXPORT CONTROLS

Sec. 601. (a) The President is hereby authorized to prohibit any person within 
the jurisdiction of the United States from engaging in any transaction involving 
a direct or indirect transfer of capital to or within any foreign country or to 
any national thereof when in the judgment of the President the transfer would 
result in a net decrease in employment in the United States. The President is 
hereby authorized to issue regulations to effectuate this section.

(b) Any person who violates a valid regulation issued under authority of sub 
section (a) shall be liable to a fine of not more than $100,000 and imprisonment 
for not more than one year for each violation.

Sec. 602. (a) The President is hereby authorized to prohibit any holder of a 
United States patent from manufacturing the patented product or using the 
patented process, or from licensing others to manufacture the patented product 
or using the patented process, outside the territory of the United States when 
in the judgment of the President such prohibition will contribute to increased 
employment in the United States. The President is hereby authorized to issue 
regulations to effectuate this section.

(b) The patent of any patentee who violates any regulation validly issued here- 
under shall be unenforceable in the courts of the United States.

TITLE VTI——OTHER FOREIGN TRADE PROVISIONS

Sec. 701. Reports by the Export-Import Bank of Washington and other agencies
(a) Section 635g of title 12 of the United States Code is hereby amended to read 

as follows:
"The Export-Import Bank of Washington shall transmit to the Congress semi- 

annually a complete and detailed report of its operations. The report shall be as of 
the close of business on June 30 and December 31 of each year. The report shall 
include detailed information from which a judgment can be made of the effects 
Bank operations are having on United States exports, imports, and employment."

(b) Section 2394(a) of title 22 of the United States Code is hereby amended 
to read as follows:

"(a) The President shall, while funds made available for the purposes of this 
chapter remain available for obligation, transmit to the Congress after the close 
of each fiscal year a report concerning operations in that fiscal year under this 
chapter. Bach such report shall include information on the operation of the in 
vestment guaranty program and on progress under the freedom of navigation 
and nondiscrimination declaration contained in section 2151 of this title. Each 
such report shall also contain a detailed review of the extent to which projects 
financed under any foreign assistance program are exporting their output to the 
United States, and the extent to which section 2370(d) of title 22 has been 
complied with."

(c) A new subsection C is added to section 2 of title 29 of the United States 
Code as follows:

"2c. The Bureau of Labor Statistics shall collect, collate, and report at least 
once each year, or, more often if necessary, full and complete statistics on the 
conditions of workers employed by the United States Government and United 
States Corporations outside the territorial limits of the United States and the 
products and distribution of the products of the same. For purposes of this sub-
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section a worker shall be deemed to be employed by a United States corporation 
if the business organization employing him is more than 10 per centum bene 
ficially owned or controlled by United States Corporations."

SEC. 702. (a) No producer, manufacturer or dealer shall ship or deliver for 
shipment in commerce any goods containing foreign-made components unless 
such goods are clearly marked in a conspicuous place as legibly, indelibly, and 
permanently as the nature of the article or container will permit in such manner 
as to indicate to an ultimate purchaser in the United States the English name 
of the country or countries of origin of the foreign-made components.

(b) No producer, manufacturer, or dealer shall advertise for sale in Commerce 
any goods containing foreign-made components unless such advertising clearly 
indicates to an ultimate purchaser in the United States the English name of the 
country or countries of origin of the foreign-made components.

(c) The Secretary of Labor is hereby authorized to issue such regulations as 
he deems necessary to effectuate this section.

(d) Whoever willfully violates this section shall be fined not more than $10,000 
for each violation.

Sec. 703. (a) Schedule 8, part 1, subpart B of the Tariff Schedules of the United 
States (19 U.S.C. 1202) is amended—

(1) by striking out item 807.00 ;
(2) by striking out item 806.30;
(3) by striking out headnote 3 ; and
(4) by redesignating headnote 4 as headnote 3.
(b) The amendments made by subsection (a) shall apply with respect to ar 

ticles entered or withdrawn from warehouse, for consumption after the ninetieth 
day after the date of the enactment of this Act.

Sec. 704. Section 481(a) of the Tariff Act of 1930 (19 U.S.C. 1481(a)) is 
amended—

(1) by redesignating paragraph (10) thereof as paragraph (11) ;
(2) by striking out "and" at the end of paragraph (9) ; and
(3) by inserting immediately after such paragraph (9) the following new 

paragraph :
"(10) Such information as to product description as is required to be made 

a part of the entry by provisions of the Tariff Schedules of the United States 
Annotated issued pursuant to section 484(e) of this Act; and."

Mr. ULLMAN. Mr. Straw, we appreciate your 'bringing us Mr. 
Beirne's testimony on behalf of the Communication Workers.

Are there questions ?
Mr. Schneebeli ?
Mr. SCHNEEBELI. Mr. Straw, you have taken a thoughtful and schol 

arly approach. I congratulate you for that. You say that "many of 
the proposed controls contained in the administration's foreign trade 
bill correspond with the proposals we have made," and then you take 
exception in some instances. But your general support is more for the 
thrust of the administration bill than for the direction of the Burke- 
Hartke bill, I gather.

Mr. STRAW. Yes. We support provisions of the Burke-Hartke bill 
especially those related to the taxes. We do not support their export- 
import policy.

Mr. SCHNEEBELI. But with certain exceptions, you go the way of the 
administration proposal.

Mr. STRAW. Yes, I think we would support the concepts embodied 
in the administration proposal.

Mr. SCHNEEBELI. I believe the tax proposals should not be included 
in the trade bill but should be considered separately.

Mr. STRAW. I think it is all part of the same thing. Even though 
some economists and some people do separate the two, we do not feel 
that we should be subsidizing these organizations to export their capi 
tal to foreign markets. If they are to govern there should go under 
normal competitive conditions.
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Mr. SCHNEEBELI. Generally, would you say that you support the 
proposals made by the head of the IT AW who was here earlier?

Mr. STRAW. Yes, I think our proposal goes a little further than UAW 
but we do support the same liberal thesis.

Mr. SCHNEEBELI. You do not support the general thrust of the AFLr- 
CIO Council.

Mr. STRAW. We do not support the import-export policy, that is 
correct.

Mr. SCHNEEBELI. Thank you very much.
Mr. ULLMAN. Are there further questions ?
Mr.Conable?
Mr. CON ABLE. Thank you, Mr. Chairman.
Tell me about the representation of the Communciations Workers 

of America. Is it primarily directly in the communications field?
Mr. STRAW. 88 percent of our membership is in telephone and 

telephone related communications. The remaining 12 percent is in con 
struction and manufacturing and public services.

Mr. CONABLE. You have a comparatively modest manufacturing com 
ponent however in relation to the total membership, is that correct?

Mr. STRAW. That is correct.
Mr. CONABLE. You seem to have rather more consumer concerns than 

most labor groups that come before us.
Would you consider that to be a reflection of the makeup of your 

union ?
Mr. STRAW. Well, I think that that is part of it but also we feel that 

the type of proposal that we are proposing here would be best for 
all workers in the end.

Mr. CONABLE. I think you understand the drifts that we have about 
giving substantial flexibility to the President in his negotiating au 
thority and you addressed that some in your statement ?

Mr. STRAW. Yes.
Mr. CONABLE. He is dealing with a number of trading partners 

who are of course governed by a parliamentary system where the ne 
gotiators can speak with absolute authority for their governments 
because they represent not only the executive branch but the legis 
lative branch.

We have a different system here which puts us in a rather serious 
dilemma in the post-Vietnam, post-Watergate era about the extent to 
which we want to give negotiating authority to the President and 
have him bind us.

I think you have addressed that dilemma well in your statement 
and you are aware of it. It is one of our serious concerns here and 
Congress wants to fulfill its obligation and still have fruitful negotia 
tions, of course. That is the whole issue in this particular dilemma, 
whether we can get fruitful negotiations without giving the President 
a fairly wide latitude to represent American commercial interests as 
the circumstances develop in the course of the negotiations.

Thank you. I think you have a very fine statement and I want to 
compliment you on it.

Mr. STRAW. Thank you, sir.
Mr. ULLMAN. Are there further questions ?
Mr.Vanik?
Mr. VANIK. I didn't have an opportunity to be here for tlie presenta 

tion of your statement.
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I just want to ask one question.
In your statement you say that there should be relief "for disrup 

tion to domestic operations from inordinate increases in imports."
Now, the next question I want to address to you is what you feel 

about the consumers. We have a policy in agriculture where there 
seems to be a direct effort to export just about all the food jind food- 
stock and fiber and meat that is exportable and this can have a tre 
mendous impact on consumer prices.

What I am wondering about is what your attitude would be toward 
a section in this trade bill which would provide for some consumer 
protection, which would provide for some relief to the consumer in 
the event that either exports or imports had an adverse effect on the 
domestic economy to the extent that prices for essential foods and 
fiber and meat and other essential products would be adversely affected 
because of excessive and heavy exports to foreign nations.

What is your position on that ?
Mr. STRAW. This is the whole idea of our proposal here Mr. .Vanik. 

That we were hoping that in the Federal Trade Board, which would 
be representative of consumers, labor, business groups, and the public, 
that consideration would be given to the total effect of imports and 
exports regardless of in what particular industry or sector that con 
sideration would be given to consumer interests, to labor interests, to 
business interests and to public interests.

Mr. VANIK. So that you don't orient it only toward the employer and 
employee but also the broad base of consumer interests which could 
be adversely affected by excesses in either exports or imports that 
might drain resources from the American market and stimulate price 
escalation.

Mr. STRAW. Absolutely.
Mr. VANIK. Thank you.
Thank you, Mr. Chairman.
Mr. ULLMAN. Are there further questions ?
Mr. Waggonner?
Mr. WAGGONNER. Thank you, Mr. Chairman.
I want to congratulate you as some others have already done on 

what appears to be a statement made with a completely open mind 
toward improving the situation. I am interested in your proposal 
which we have had before for the creation of a Federal Board of 
Trade or Trade Board.

My question is, do you visualize this Trade Board as an adjunct to 
some existing cabinet level operation or do you visualize this as requir 
ing the creation of a new cabinet level position ?

Mr. STRAW. We visualize it as the establishment of an independent 
agency similar to perhaps the FOC or the FTC.

Mr. WAGGONNER. But not necessarily at Cabinet level?
Mr. STRAW. Absolutely.
Mr. WAGGONNER. That certainly has some merit.
Thank you, Mr. Chairman.
Mr. ULLMAN. Thank you, Mr. Straw. We appreciate your testimony.
Mr. STRAW. Thank you, Mr. Chairman.
Mr. ULLMAN. Our next witness is Mr. Eugene L. Stewart. Mr. 

btewart, we welcome you back before the committee. We were glad 
to hear you yesterday. Subsequently we have received your most
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extensive document. We trust that this document even though you 
are wearing different hats reinforces your arguments of yesterday.

But we welcome you. We know that you have done a great deal of 
work and we look forward to hearing you.

I assume that you are not going to read this statement.

STATEMENT OF EUGENE I. STEWAKT, GENERAL COUNSEL, TRADE 
RELATIONS COUNCIL OF THE UNITED STATES, INC.

Mr. STEWART. No, Mr. Chairman, I am not going to read the state 
ment. I would appreciate it if it could appear in the record as though 
it had been given orally with the possible exception that the committee 
may wish to decide that the appendix which consists of 46 pages of 
statistics might unduly burden the printed record and in the interest 
of economy you might wish to have that in the committee files. I have 
no objection if it goes in the record as well.

Mr. ULLMAN. Without objection the statement will appear in full 
and the portions of the appendix that we feel proper will be in the 
record and the rest of it in the file. Thank you.

Mr. STEWART. Thank you, Mr. Chairman."
I am Eugene L. Stewart, general counsel of the Trade Relations 

Council of the United States. This is a trade association with 42 
members which are manufacturing concerns large and small and 
trade associations of manufacturing concerns. Our organization has 
been in existence nearly 100 years and its sole area of interest is the 
foreign trade policy and administration of the United States.

It is always an auspicious and challenging occasion when this great 
committee is asked once again by the Executive to initiate a delegation 
of the constitutional responsibility of the Congress to regulate foreign 
commerce. The Supreme Court lays upon you heavy standards in 
doing so. You are obliged to incorporate in the legislation a guiding 
standard and an intelligible principle which will guide the Executive 
in determining the facts and, if the facts corresponds to your declared 
principle and intent, he is then authorized to use the power you put 
in his hands within the limits that you place upon him.

This bill contains virtually no standards. It has no guiding stand 
ard. It has no intelligible principle for the use by the President of 
the power to eliminate import duties, change methods of customs 
evaluation and the rules for marking of goods. It would not in my 
opinion as written be a constitutional delegation of authority. Your 
position as the agent of Congress in this very sensitive area of legis 
lation and delegation puts a special burden on you, this great com 
mittee, to conduct such legislative oversight as will enable you to 
make a judgment as to whether past delegations have been faithfully 
used by the Executive within the limits that you specified and intended.

This committee has been diffident about discharging that particular 
responsibility. You are now brought to the occasion of considering 
the largest grant of power ever requested by an American President 
under the circumstances where the next largest grant of power which 
you in fact made in 1962 has not so far as I am aware been evaluated 
by you from the point of view that I just described.

In my prepared testimony at page 6 I have a simple little chart 
that shows the divergence of our import and export trends since the 
year 1967 and our plunging balance of trade deficits since that time.
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These were the years in which there was implemented the Kennedy 
round of tariff concessions. This agreement was the product of the 
use by the President of authority intended by you to open market 
opportunities abroad for TLS. exports while providing increased access 
for U.S. imports in a manner that did not harm American interests.

The burgeoning trade deficit is regarded by experts as a major 
factor in the recurring crises in the foreign exchange markets which 
has required in the aftermath of the Kennedy round twice within 14 
months the devaluation of the American dollar, an event that makes 
every American somewhat poorer for the event.

The appendix to my testimony consists of an industry by industry 
evaluation of employment, shipments, imports, exports, balance of 
trade, and the employment equivalent of the balance of trade at the 
output per worker of the industry, comparing 1967, the year immedi 
ately preceding the taking effect of the Kennedy round cuts, and 1971 
the latest year for which all data are contained in our data bank.

The purpose of my presenting those tabulations is to show you 
exactly what has occurred throughout the industrial economy of the 
United States as a result of the way that the authority that you 
put in the hands of the executive in 1962 was used.

There are 143 industries as defined at the four digit level of the 
standard industrial classification that suffered an increase in the trade 
deficit in their products during that period of roughly $14 billion. 
For the 143 industries that cut across a major slice of American in 
dustry, this represents a 126 percent worsening of their trade bal 
ance. The increases in their trade deficit represented the displace 
ment of approximately 203,000 jobs, and those industries suffered in 
that period an absolute job loss of 260,700 jobs.

I show in my tabulation an additional group of 49 industries that 
had a balance of trade surplus in 1967 before the Kennedy round 
increased access to foreign markets was provided and these industries 
suffered a decline in their trade surplus during the period in the 
amount of $841 million, a 28 percent decline representing about 29,000 
jobs. Those industries had an absolute job loss of 148,000 jobs during 
the period.

There was a third group of industries, 101, who increased their trade 
surplus during the Kennedy round years. They benefited from in 
creased access to foreign markets, but the increase in their trade 
surplus amounted to only $5 billion compared to the increase in the 
trade deficit of $14 billion of the first group of industries that I told 
you about.

On balance taking all American industries from our data bank, 
comparing what happened pre Kennedy round to 1971 there was a 
net worsening in our balance of trade deficit in the products of manu 
facturing industries of approximately $9 billion.

That represented a net loss of job potential of 153.000 jobs.
One of the rationalizations advanced by the advocates of the legis 

lation for the broad grant of power requested in the bill is that there 
•-re so many barriers and restrictions and impediments and unfair 
practices that inhibit our exports that the President is said to need 
rery broad and flexible power to enter into new trade agreement 

Negotiations in order to eliminate those barriers to our exports, but, 
gentlemen, the authority the President was given in 1962 was also 
intended to accomplish the same result and it failed.
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Furthermore, in accordance with the words that are used by the 
administration to describe the objective that it seeks to attain, eleminat- 
ing unfair burdens to our foreign commerce, that objective lies now 
within the present authority that the President possesses under legisla 
tion which is in effect.

Section 338 of the Tariff Act of 1930 and section 252 of the Trade 
Expansion Act of 1962 give the President plenary power to withdraw 
from countries that violate U.S. trade agreement rights the benefit 
of the concessions granted to them under our trade agreements.

The General Agreement on Tariffs and Trade itself authorizes any 
contracting party to withdraw tariff concessions from another country 
that nullifies or impairs the benefits that it was supposed to receive 
in the trade agreement.

By its own admission the administration has only used section 252 
once, and section 338 not at all.

The executive comes before you and says, "Give me more power than 
you have ever given an American President because other countries 
are unfairly burdening our commerce" and he offers you no explana 
tion why he has not acted under comparable authority that he now 
possesses. What basis would you have for expecting a group of foreign 
trade policy delegates of the President, who have neither the interest 
nor the zeal to use existing power, to correct the unfairness against 
American exports in handing them them a new purse filled with the 
remaining treasure represented by onr domestic market which would 
be laid barren by the elimination of our import duties?

I suggest that you would have no justification whatever. It is our 
recommendation, before I get into the technical discussion of the pro 
visions of the bill, that instead of approving this legislation this com 
mittee issue its report calling upon the President energetically to use 
the powers that he now has to bring our trading partners to the bar 
gaining table on notice that, if they do not negotiate meaningfully to 
restore to us the right of access to their markets that we paid for in 
past trade agreements, we will withdraw from them the benefit of the 
tariff concessions granted to them.

Give the President a period of time to use that authority and to 
come back and report on the results. Use your power of legislative 
oversight to determine with what care and with what zeal the dele 
gates of the President prepared themselves to use this authority and 
what explanation if any is there for any lack of success on their part.

At page 28 and following of my statement, I take up section by sec 
tion the bill, offer substantive comments concerning the problems pre 
sented by those sections, and offer where appropriate amending 
language.

In undertaking to be of assistance to the committee in the technical 
a.rea of commenting on the pnwisions of the bill I do not wish to be 
understood as in any way changing the basic position recommendation 
which I -just finished describing a moment ago.

The first section of the bill, the statement of purpose is important. 
It is important because the section of the bill 101 that gives the Presi 
dent the power to eliminate duties says that he can do that whenever he 
determines that it is appropriate in carrying out any of the purposes of 
the bill.
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The first purpose is reform of international trade rules. We have the
•ight as a member of the General Agreement on Tariffs and Trade to 
iropose that the contracting parties meet to consider necessary amend- 
nents in the general agreement.

It is necessary that we as a contracting party identifying prob- 
ems in the agreement pay all of the other countries to enter into such 
legotiations. If they decline to do so we have the right that every con 
tacting party does to withdraw from GATT.

If we propose to pay once again for a set of trade rules embodied in 
i trade agreement then we might as well withdraw from the General 
'Vgreement on Tariffs and Trade and declare it to be a failure not sus 
ceptible of amendment because of the intransigent will of the other 
contracting parties, but that is not the case. We have never made the 
iemaiid.

The second purpose is the formulation of international standards for 
nvestment and tax laws and policies. These particular laws which are 
mportant to multinational corporations especially are not the proper 
ubject for the elimination of U.S. import duties in order to secure 
he willingness of other countries to stabilize international investment 
ules.
The third purpose, improvement of the international monetary sys- 

em. The international monetary system is the charge or function of 
he articles of agreement of the International Monetary Fund. The 
Jnited States has set in motion the creation of the Committee of 
deputies and a program for the reform of the international monetary 
ystem. It is not necessary that we pay all of the countries who are 
nembers of the International Monetary Fund Articles of Agreement 
>y givina: unilateral tariff concessions to them in exchange for their 
leing willing to make necessary reforms in the international monetary 
'ystem.

Solving international economic problems. All the President would 
lave to do as his bill is drafted as justification for the elimination of 
{uties is to determine that the unilateral grants of tariff concessions by 
he United States would help solve international economic problems, 
n event that would be of little or not positive assistnce to either our 
'.xport or import sensitive industries.

Raising the standard of living of peoples throughout the world is 
mother purpose of the bill. No case can be made for the proposition 
;hat the United States through its trade policy is depriving any coun- 
;ry of whatever standard of living is inherent in their economic sys- 
;em.

Our trade statistics demonstrate that we have opened our markets 
.o the products of other countries, we have encouraged our corpora- 
ions to invest in those countries, we have granted foreign aid to 
develop the infrastructure of those countries.

What is it now that we would pay for by unilateral tariff conces-
•ions that represents a unique responsibility of the United States ? I go 
nto this length to demonstrate to you that in place of a guiding stand- 
ird or an intelligible principle to limit the President in the exercise of 
his power the administration has offered to you the most general type 
if indefinite notions, the exercise of which could never be checked by 
i court or by the Congress. There is no test that you can hold up to the 
Dresident's action. World peace is another such objective.
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At page 40 of my statement, I begin to offer comments on the action 
sections of the bill. It is my recommendation that, if a bill were to be 
reported- that chapter 1, the general authority to enter into new trade 
agreements be deleted. If that chapter is not to be deleted there must 
at least be incorporated into that chapter the type of specific language 
that was in the original Trade Agreements Act which specified that 
the President was empowered to reduce duties in order to provide in 
the United States increased market opportunities for foreign industries 
that had the capacity to take advantage of such increased market op 
portunities in exchange for corresponding access for U.S. industries to 
increased market opportunities for their products in the markets of 
such countries that would benefit from our tariff concessions.

Then there is an explicit link between the concessions that we grant 
and the benefits that we are required to receive if that grant of con 
cessions is to be valid. There is no suggestion in this bill of such a 
standard.

Section 103 concerns non-tariff barriers to trade. It is in two im 
portant subsections. One would give the President the power to modify 
rules of customs valuation, the manner in which quantities are deter 
mined where the duty is based on quantity, and the requirement that 
imported goods be conspicuously marked to disclose the country of 
origin.

The bill would give the President the power to change those kinds of 
things without any approval or chance of disapproval by the Con 
gress.

Most interesting, whereas the bill does contain some machinery for 
the President to be advised by the Tariff Commission of the probable 
economic effect of his reducing duties, no provision of the bill calls 
for the Tariff Commission to investigate and inform the President 
of the probable economic effect of modifying methods of customs valu 
ation, marking rules of origin and the like.

In talking about the separate method of authority for the President 
to negotiate trade agreements calling for changes in domestic law 
considered by other countries to be non-tariff barriers, there is like 
wise no requirement that he be supplied any information by any expert 
body as to the effect of making such changes.

The recommendations of the Trade Relations Council go to an area 
in which several of you expressed a definite interest yesterday.

First, the pre-negotiated procedures and then the relief*procedures 
after the trade agreement is implemented directly relate to these mat 
ters that I have just identified. The administration's bill would only 
call for the Tariff Commission to investigate and determine the prob 
able economic effect of a reduction or elimination of duties, the criteria 
that were specified in the 1962 act which turned out to be a totally in 
adequate guide for the President.

We recommend that instead the Tariff Commission be required in 
its investigation to draw conclusions as to the extent to which existing 
levels of duty can be reduced or eliminated without causing or threat 
ening serious injury to a domestic industry and, secondly, the extent to 
which existing duties or other customs treatment needs to be in 
creased to correct any existing serious injury that it identifies in the 
course of its investigation.

This report then goes to the President. The President if he chooses 
to ignore those limitations would not be in a position to issue a procla-
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mation putting into effect tariff reductions or concessions that violate 
the Tariff Commission's recommendations until he had sent a report 
to the Congress advising the Congress of his reasons for ignoring the 
Tariff Commission's advice and the Congress after 120 days then fails 
to adopt a resolution by the ayes and nays of the majority of the 
members voting disapproving the agreement.

Our recommendations would make actions by the President in ex 
cess of the expert advice given to him by the Tariff Commission, a 
quasi legislative body, subject to disapproval by the Congress.

As to the exercise by the President of the authority to enter into an 
agreement calling for the modification of rules of customs valuation, 
marking of origin or other domestic law, the council's recommenda 
tions would require the President in advance to notify the Tariff Com 
mission of the particular laws which he had in mind negotiating the 
change in agreement and to supply the Tariff Commission with the 
requests for change that other countries have presented to the United 
States.

The Tariff Commission .would then be obliged to do two things: to 
investigate and determine whether or not such change or any such 
change would cause or threaten serious injury to any domestic in 
dustry and if it would be necessary in conjunction with such change to 
increase duties, impose quotas or take other customs action to over 
come the otherwise harmful effects.

If in the trade agreement he violated the finding of the Tariff 
Commission as to the extent to which such changes could be made 
without causing serious injury or if he failed to put into effect the 
customs treatment that the Commission recommended in order to 
offset the harmful effect of changes in domestic law, the President 
would have to follow the same procedure I previously described, send 
a report to the Congress advising why he believes it is in the national 
interest to ignore the limitations found and established by the Tariff 
Commission in its advice to him and then the agreement can go into 
effect if the Congress, either House, fails within 120 days to adopt a 
resolution disapproving of the agreement in those respects.

So much for the Tariff Commission advice that goes to the 
President.

Part of the pre-negotiating procedure called for in the adminis 
tration's bill is that the President will set up some agency that will hold 
public hearings where people interested can come and present their 
views.

The bill also says the President will consult all of the Cabinet agen 
cies about the agreement.

We would modify those provisions of the bill as follows:
First, we would specify that the President must establish an inter- 

agency committee with a particular membership which I will de 
scribe in a moment.

That committee then would hold public hearings at which repre- 
setitatives of industry, labor, consumers and the like could appear and 
Present their views.

What is the composition of this panel ? First, it wolild be composed 
of the persons whose responsibility it is to advise the President as to 
what authority he should give his negotiators in carrying out the trade 
agreement negotiations.
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Secondly, the panel should include those persons who will be the 
members of the negotiating team so that the people who have the 
power of recommendation and the power of action in using, under 
delegation from the President, his authority themselves will hear 
what the members of the public who are concerned have to say.

In the 1962 act the hearing panel which was set up was composed 
of lower level civil servants who had none of these policy or negotiat 
ing responsibilities and what was said before that panel was then 
summarized by clerks and the summary was then laid before the 
President.

There was no real linkage between the views expressed and the 
judgment of the people who advised the President or carried out 
the negotiations.

So much for the prenegotiating public hearing procedures.
In the pre-negotiating stage, instead of having the President call 

on every Cabinet agency for its views, our recommendations would 
specify that as to agricultural products, the President will receive the 
advice of the Department of Agriculture; as to manufactured prod 
ucts, the advice of the Commerce Department; as to mineral prod 
ucts, the advice of the Department of the Interior; as to the effects 
of the negotiations on working men and women, the advice of the 
Department of Labor; as to the effects of the trade agreement on 
our national security, the advice of the Defense Department.

Those agencies expert in those areas should be designated as the 
ones to give their advice in those areas instead of having the State 
Department give advice to the President about the effects of the 
negotiations on industry, for example, or the Agriculture Department 
to vote on how the President should be advised in regard to the effect 
on industry, and so on.

After the trade agreement is negotiated, the remedies for adjust 
ment would be administered by the Tariff Commission, but instead 
of the criteria that are embodied in this bill we would substitute a 
different set of standards.

The administration says, "We acknowledge that the relief provi 
sions in the 1962 act didn't work. They didn't work because it was 
necessary for industries and workers to prove that increased imports 
were the major factor causing injury. We will change that so the test 
under our bill will be that increased imports must be the primary 
cause of injury."

As a practitioner in these kinds of cases before the Tariff Com 
mission for some 20 years, I can tell you that the nature of proof 
in establishing that certain economic forces are the major factor 
versus establishing that they are the primary cause is a distinc 
tion without a difference.

The change that would be made is window dressing. It will not 
result in any significant change in the number of successful petitions.

More importantly, the administration has signaled its intention 
that the only relief that will be provided to a petitioning industry is 
where there are sudden and massive increases in imports, so rapid that 
the affected industry doesn't have time to transfer its resources and 
move into some other line of activity.

They have made it crystal-clear that no industry or group of work 
ers that is subject to sustained, steady import penetration of its mar 
kets can expect any help.
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Industries like electronics, footwear, leather articles of all sorts, 
metal manufacturers and a host of other industries will not be eligible 
for relief under the administration's test.

We offer legislative language that would say that, if increased im 
ports have caused or contributed to injury, the Tariff Commission will 
determine what level of imports is consistent with the absence of 
injury, and what increase in duties or quotas is required to bring that 
about.

The President then must put those recommendations into effect. 
He may, if he disagrees, send a report to the Congress, and if Con 
gress within 120 days adopts a resolution agreeing with the President, 
then the import relief comes to an end.

This is a system that can offer some assurance that the domestic 
economy will not be greatly, injured by new tariff and nontariff bar 
rier negotiations.

A separate title of the bill is concerned with reform of those parts 
of our law that deal with unfair methods of competition. The prom 
ised reform falls far short of what is needed.

The amendments to the Antidumping and Countervailing Duty Act 
are unsatisfactory for reasons which I nave explained at length in my 
testimony.

I offer you the language which should be incorporated in a bill 
amending those laws to make them more effective. In the title of the 
bill concerned with granting preference to developing countries, we 
state that we agree that the President should have that power subject 
to one reservation, and two amendments, and that reservation is this:

We state that when the President has under consideration the grant 
of duty-free treatment to imports from developing countries, first, he 
should not be authorized to implement those.

Mr. BURKE [presiding]. I am sorry. We will have to interrupt you.
There is a quorum call on the floor, and we have arranged for some 

members to go over there and then come back.
We will stand in recess until quarter past 12.
[A recess was taken.]
Mr. BURKE. Mr. Stewart, we have just had a reappraisal of the situa 

tion. The committee now stands recessed until 2 p.m.
[Whereupon, at 12:05 p.m., the committee recessed, to reconvene at 

2 p.m.]
AFTERNOON SESSION

Mr. ULLMAN [presiding!. The committee will be in order.
We recognize you, Mr. Stewart, to continue your testimony.
Mr. STEWART. I had neary concluded my testimony, Mr. Chairman, 

when the noon recess intervened. I was making reference to title VI 
of the bill which would authorize the President to grant preferen 
tial customs treatment to imports from developing countries. I had 
said that the Trade Relations Council does not oppose that title of 
the bill with an important reservation and two amendments.

The reservation is concerned with the fact that it is not likely that 
the developing countries would be able to take advantage of the prefer 
ential tariff treatment in a meaningful way unless quantitative re 
strictions limit imports from developed countries in a manner which 
would reserve for the developing countries a reasonable share of the 
growth in domestic consumption of the articles in question. Therefore,
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we set forth on pages 117 and 118 of our statement the text of a 
section that would provide such authority.

In order that the President would be informed as to the amount 
by which imports of articles of importance to developing countries 
under preferences should be limited when they originate in developed 
countries to give the developing countries this opportunity, we pro 
vide in our legislative proposal that the Secretary of Commerce would 
from the data maintained by the Commerce Department present to the 
President summaries of domestic production, shipments, imports, ex 
ports, and apparent consumption of the articles of interest to develop 
ing countries with recommendations as to the extent to which it would 
appear necessary quantitatively to limit imports from the developed 
countries to provide this kind of opportunity to the developing 
countries.

Because so many of the developing countries have now entered into 
arrangements with the European Economic Community under which 
they grant reverse preferences to the Economic Community, we pointed 
out that the authority in the bill ought not to be exclusively the power 
to grant generalized preferences to developing countries, but, rather, 
in those cases where some developing countries were unwilling to 
terminate their agreement with the European Economic Community 
by which they provided reverse preferences for the products of the 
Economic Community in their markets, the President ought to be 
free to grant on a regional basis preferential tariff treatment.

I have referred specifically to what we regard as a very important 
objective of our foreign economic policy, the establishment of a West 
ern Hemisphere Customs Union by granting preferential tariff access 
to products of Western Hemisphere countries.

Finally, on the subject of preferences, in order that the President 
might have as much flexibility as possible, we pointed out that the 
bill ought not to require him, if he decides to grant preferences, always 
to grant duty-free treatment. He ought to be allowed the judgment that 
in special circumstances customs treatment more favorable than most 
favored nation treatment would be of interest to the developing coun 
tries and there might be some particular wisdom in the President re 
serving total duty-free treatment for later extension to meet some ad 
ditional objective.

This concludes my attempt to present as concisely as possible, Mr. 
Chairman, an overview of a statement which the Council has en 
deavored to make as comprehensive as possible in the interest of being 
of assistance to the committee.

I thank you for the opportunity to be here and to be afforded as 
much time as j'our patience has allowed me to have.

[Mr. Stewart's prepared statement follows:]
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STATEMENT OF EUGENE L. STEWART, GENERAL COUNSEL OF THE TRADE RELATIONS 
COUNCIL OF THE UNITED STATES, INC., BEFORE THE COMMITTEE ON WAYS AND

MEANS, HOUSE OF REPRESENTATIVES, MAY 22, 1973, RE H. R. 6767, 
___________THE ADMINISTRATION'S FOREIGN TRADE BILL._________

MR. CHAIRMAN Am UMBERS OF THE COMMITTEE:

I am Eugene L. Stewart, General Counsel and Executive Secretary 

of the Trade Relations Council of the United States, Inc. This is a 

national trade association whose members include manufacturing corporations, 

large and small, and trade associations of selected manufacturing industries. 

The manufacturing activities of the Council's members represent in the 

aggregate a fair cross section of U. S. manufacturing activity in most 

major industry sectors.

The Trade Relations Council and its predecessor organizations 

have for nearly a century been continuously interested in the single 

subject of our Nation's foreign economic policy, including the substantive 

content of domestic law, U. S. trade agreements, and administrative and 

judicial decisions in foreign trade matters, as well as the policies and 

procedures of the Executive Branch of the Government in administering 

the authority for the regulation of foreign trade delegated to it by the 

Congress.

I. BASIC POSITION IN REGARD TO H. R. 676_I

The Executive Branch through its formulation of H. R. 6767 

seeks the virtually unlimited grant of power by the Congress to the 

President to reduce or eliminate duties; modify customs valuation,
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quantity determination, and marking rules; and modify or repeal other 

domestic laws which relate directly or indirectly to the importation 

of merchandise into the United States. The bill calls for a grant of 

power which vastly exceeds the theretofore unprecedented grant of power 

given by the Congress to the President in the Trade Expansion Act of 1962.

The legislative decision called for by the introduction of 

H. R. 6767 and the action of this Committee in scheduling public hearings 

and otherwise charting a legislative course which implies the enactment 

of a major trade bill this year is of major significance, whether viewed 

from Constitutional, political, economic, or social concerns. Whereas 

all legislation enacted by the Congress must flow from a grant of power 

to the Congress in the Constitution, foreign trade legislation involves 

the additional aspect that the subject matter of the legislation falls 

squarely within a particular responsibility which the Constitution vests 

in the Congress; namely, the regulation of foreign commerce.

As interpreted by the Supreme Court of the United States, an 

attempted delegation by the Congress of powers reserved to it under the 

Constitution is valid only if the Congress lays down in the legislation 

a guiding standard or an intelligible principle which carefully defines 

the particular facts and circumstances which when found to exist are to 

constitute the basis for authorized actions by the President under the 

delegated authority.

The initial Trade Agreements Act in 1934 contained such a 

guiding standard or intelligible principle, as did its successive extensions 

until 1962. The precision of the earlier legislation was considerably
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blurred by the vaguer criteria for action set forth in the 1962 Act. 

The bill now pending before you, H. R. 6767, would complete the journey 

from specifically delineated standards and principles to such generalized 

bombast as to all intents and purposes would permit the President to 

act without regard to any particular intention on the part of the Congress.

The delegation by the Congress of a portion of its power 

and authority specifically reserved to it under the Constitution carries 

with it serious and heavy responsibilities for the Congress and the 

cognizant legislative committees. Principal among these responsibilities 

is the burden of conducting legislative oversight with such frequency 

and thoroughness that the Congress can know authentically whether its 

intention in delegating such power and authority to the President is 

being faithfully observed in the manner in which the Executive administers 

such powers. I regret to say that this Committee has been quite diffident 

about conducting legislative oversight of this type, primarily limiting 

its interest, so far as the public is aware, to a consideration of what 

Administrative officials have to say when they appear before you in support 

of each new demand for increased delegation of power, as in the case of 

this bill.

The circumstances which confront this Committee and the 

Congress at this time are especially poignant in this context. The 

Executive used the very large grant of power given to it in the Trade 

Expansion Act of 1962 to make very deep reductions in U. S. import duties 

on manufactured products. While the intent of the Congress was that the 

Executive would secure reciprocal concessions from our trading partners
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adequate to provide U. S. exports with equivalent access to the markets 

of the nations which would enjoy the benefit of the U. S. tariff conces 

sions, the hard and regrettable fact is that this objective was not 

achieved by the Executive in the Kennedy Round negotiations.

When the United States had been unsuccessful in the Oil Ion 

Round of trade agreement negotiations in 1960 in securing specific conces 

sions from the European Economic Community favoring U. S. exports of 

agricultural products, it was realized that the principal effort for 

securing commitments from the Common Market which would assure reasonable 

access for U.S. exports of agricultural products on an expanding basis 

to that market would have to be made in trade negotiations in which the 

President possessed more authority than was available to him in the Dillon 

Round.

When the 1962 Act was enacted, it was clear to everyone 

concerned with the legislation that a major objective of the authority 

granted to the President was to put him in a position to negotiate meaning 

fully with the European Economic Community and other developed nations 

in order to protect the important position which U. S. agriculture had 

established for its products in export markets.

When the late and great statesman Christian Herter served 

during the closing months of his life as the President's Special Representa 

tive for Trade Negotiations, it was his firm resolve that tariff concessions 

on industrial products would be granted to the EEC and other developed 

nations only if they made concessions in the trade agreement negotiations 

which would provide such assured access for expanding exports of U. S.
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agricultural commodities. I am convinced that had he lived, he would 

never have given his consent to the signing of the Kennedy Round trade 

agreement because in the negotiating crunch the European Economic 

Community refused to make any modifications in its variable import levy 

system which had been carefully designed so as to hold U. S. exports 

of agricultural products at bay.

The tragedy of the Kennedy Round is threefold: The United 

States expended enormous bargaining power in the form of tariff concessions 

on industrial products without securing the required access for our 

exports of agricultural products through appropriate concessions by 

the EEC and other developed nations; the deep reductions in import duties 

on industrial products made by the United States were not reciprocated 

by concessions of equivalent value applicable to U. S. exports of indus 

trial products; and the depth and extensiveness of U. S. tariff concessions 

on industrial products seriously weakened the competitive position of 

a broad cross section of U. S. industries in the domestic market.

The Kennedy Round tariff concessions were made effective 

in five annual stages, 1968 through 1972. The following chart shows quite 

dramatically how during this period U. S. imports were stimulated to a 

rate of increase which substantially exceeded the rate of growth of U. S. 

exports. The consequence, as shown by the chart, is the plunging trade 

balance which has been such a major factor in the turmoil in foreign 

exchange markets in the past two years.
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During the period following the implementation of the 

Kennedy Round tariff concessions, the United States sustained a major 

increase in unemployment while our trading partners in the developed 

world enjoyed comparatively stable employment conditions. This is 

shown by the charts presented on the following page.

96-006 O - 73 - pt.7 - 6
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UNEMPLOYMENT AND JOBS VACANT
CHART 2

CHOMAGE ET OFFRES D'EMPLOI

Belgium • Belgique

Denmark - Danemarfc

United States - Etats-Unis

Japan - Japon

Australia - Australia

Norway - Norvege

Sweden - Suede

Germany • Allemagne

United Kingdom • Royaume-Uni

197*

SOURCE: OECD, Main Economic Indicators, March 1973, p. 13.
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Not only did United States exports fail to keep pace with 

U. S. imports; the United States also suffered a major deterioration in 

its share of world exports and in its share of exports to Western Europe. 

The U. S. decline, the Japanese increase, and the comparative stability 

of the export shares of Western Europe are shown on the charts presented 

on the two following pages.
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COMPARATIVE EXPORT PERFORMANCE
Stare if Mporu of ntocM Mimlwr counttto 
in nvoftt of O.E.C.D.-Toul

To-th. World - A destitution du HU>nd«

CHART 3

To North Anwrlc* - V«n I'AnwriqiM du Nord

Unit«d sum - EMU-Unl.

V

Japan • Japon 
Untud Kingdom • Royaiime-Uni

Nathaclanda - Paya-Baa

Germany - AUemagne

Unfed Kingdom - Roy«unw-UnJ

l»l 1171 1171 1172 117] 1H> 1171 1171 1173 1ITJ

SOURCE: OECD, Main Economic Indicators, March 1973, p. 22.
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CHART
COMPARAISOH OES EXPORTATIONS
Put dn npoitMiom di cnulm pays ntrtnB 

dim In wqrartitioia du Total-O.C.D.E.
ChMm corrieto dn vtrinioftt

To O.E.C.D.-Europe - Vert I'O.C.D.E.-Europ* To non-O.E.C.D. countries - Vers let pay* non-O.C.O.E.

United States • Etats-Unn

Oerm»ny - AUamago*

\

Japan-Japoo f~ \ /
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SOURCE: OECD, Main Eoonomia Indicators, March 1973, p. 23.
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This decline in the fortunes of the United States in foreign 

trade cannot be attributed to any failure on the part of the United 

States industry effectively to control its unit labor costs. The following 

table establishes that on an index in which the pre-Kennedy Round year 

of 1967 equals 100, U. S. unit labor costs in 1971 were lower than any 

of the major developed countries of the world except France. The table 

indicates that hourly compensation in U. S. manufacturing industries 

rose less during the period 1968-1971 than in any of the other developed 

nations.
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The ability of U. S. industry during the years 1968-1972 

to control costs while increasing output per manhour is shown by the 

following chart.

CHART 5

PRODUCTIVITY. HOURLY
COMPENSflTION. UNIT COSTS HND

PRICES--NONFINflNCIflL CORPORflTIONS
(PERCENT CHHNGE FROM SRME

QUflRTER fl YEflR flGO)

1967 19E8 1969 1970 1971 1972 1973 
BPRIL 27. 1973

SOURCE: U. S. Department of Labor, Bureau of Labor Statistics, 
"Productivity and Costs in the Private Economy, First Quarter 
1973 (and Data for Nonfinancial Corporations, Fourth Quarter 
1972)," April 27, 1973, Chart 3.
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The point which I seek to make by presenting these data, 

Mr. Chairman, is that U. S. industry has been efficiently conducted both 

on an absolute and a relative basis during the period in which the Kennedy 

Round tariff concessions were placed into effect. Our trade negotiators, 

in making the deep and extensive tariff cuts on manufactured products 

which were granted in the Kennedy Round, appear to have assumed an 

unlimited capacity on the part of American industry to overcome the 

increased competitive advantage which tariff concessions grant to our 

foreign competitors. They seem not to be fully aware of the fact that 

the United States still has the highest standard of living of any of 

the developed countries, and that this standard of living manifests 

itself in higher costs for construction, equipment, materials, and labor 

than are generally applicable in the other developed countries.

A comparison of our standard of living with that of the other 

developed countries is presented in the following table which shows the 

per capita GNP at market prices of the United States and other countries 

in 1971.

PER CAPITA GNP AT MARKET PRICES 1971

Units of Account (UA)*

Denmark 3,456
Germany 3,387
France 3,176
Luxembourg 3,027
Belgium 2,936
Netherlands 2,728
United Kingdom 2,421
Italy 1,867 
Ireland________________1.532_____
The Nine27736
United States 5,149
Japan 2,101
* One UA equals one 1970 dollar. 

SOURCE: European Community, May 1973.
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The American Importers Association, in a pamphlet entitled 

Who's Right? currently being widely distributed to drum up support for 

a liberal trade bill, acknowledges the displacement of U. S. workers 

and capital investment by increased imports,.as follows:

"Yet imports undoubtedly do displace some U. S. workers, 
and force capital to shift to other fields of production. 
However, shifts of this nature occur to a far greater 
extent as the result of day-to-day competition among 
companies here at home. These are normal and healthy 
shifts, as long as the economy is growing fast enough 
to provide new investment and job opportunities.

"Moreover, the impact of imports on jobs is greatest 
in those U. S. industries which are labor-intensive. 
When the unit labor cost of a product is great - as 
in shoes, some types of textiles, inexpensive toys, 
etc. - highly paid U. S. labor (even at minimum U. S. 
wages) is at a competitive disadvantage with foreign 
producers, especially the low-wage developing countries. 
In addition, these marginal U. S. industries are often 
situated in less industrialized areas of the United 
States. This is a legitimate social as well as economic 
problem, and it cannot be ignored." (pp. 9, 10)

That organization is to be commended for recognizing the fact 

of import displacement of jobs and investment. It is regrettable that 

it relies upon specious reasoning to explain away the problem. When it 

compares such displacement with the shifts that occur within the U. S. 

economy as a result of day-to-day competition, it misses the unassailable 

point that when there is such displacement within the U. S. economy, 

there is no net loss of employment or productive capital investment. 

A company that shifts out of a line of commerce in which it is having 

difficulty competing with another firm provides the opportunity for the 

other firm to expand its investment and employment to fill the void left
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by the discontinuance of production by the first firm. The American 

economy and American employment do not suffer.

When displacement occurs as a result of increased import 

competition, the investment and employment whose production fills the 

void left in the United States market when a U. S. firm is forced to 

discontinue its production in that line of commerce are located outside 

of the United States and are not a direct benefit to the U. S. economy.

From our computer analysis of Employment, Output, and Foreign 

Trade of U. S. Manufacturing Industries, the fifth edition of which 

was published on May 18, I am presenting two charts which show the deep 

inroads in U. S. manufacturing'industries which the increase in imports 

and relative decline of U. S. exports have caused. The following charts 

show, of the 20 major industrial groupings in accordance with the Standard 

Industrial Classification, the 13 industries which in 1971 experienced 

a deficit in their foreign trade and the significance of that deficit 

as a percentage of the value of their shipments. It is obvious from 

the information presented in these charts that two-thirds of American 

industry as defined in these broad groupings have suffered as a result 

of the import and export trends, previously mentioned, stimulated by the 

Kennedy Round.
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In order that your Committee can understand the depth and 

.extensiveness of the increase in imports, decline in exports, and conse 

quent loss of employment which have been sustained by a large number of 

American industries during the period in which the Kennedy Round conces 

sions have been implemented, in comparison with the considerably smaller 

increase in exports and decline in trade deficit experienced by a smaller 

number of industries and their consequent employment effects, I am 

submitting as an Appendix to my testimony four tabulations prepared by 

our computer resource of all affected U. S. industries as defined at 

the 4-digit level of the Standard Industrial Classification. The data 

presented in these tabulations may be summarized as follows:

1. Between 1967, the year preceding the implementation of the 

Kennedy Round concessions, and 1971, the latest year for 

which we have complete data for this analysis - 

A. 143 industries-experienced an increase in the balance 

of trade deficit in articles like or directly competi 

tive with their output in the amount of $13.7 billion, 

a 126% worsening of their trade balance during the 

period. This increase in the trade deficit represented 

at the output per worker for each of the affected 

industries in respect to their portion of the increase, 

the employment equivalent of 202.8 thousand jobs. 

These industries sustained an absolute loss of employ 

ment during the period .of 260.7 thousand jobs.
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B. An additional group of 49 industries as defined at the 

4-digit level of the Standard Industrial Classification 

sustained a decrease in the balance of trade surplus 

in articles like or directly competitive with their 

output of $840.9 million, a 28% decline during the 

period. At the output per worker for each of these 

industries applied to their part of the decline in trade 

surplus, the total decline represented the employment 

equivalent of 28.8 thousand jobs. These 49 industries 

sustained an absolute loss of employment of 148.2 thousand 

jobs during the period.

C. 101 industries as defined at the 4-digit level of the 

Standard Industrial Classification experienced during 

this period an increase in the balance of trade surplus 

in products like or directly competitive with their 

production, totaling $5.3 billion, a 58% increase in 

the trade surplus. At the output per worker of each 

of these industries applied to their increment, the 

increase in trade surplus was equivalent to 59.4 thousand 

jobs; however, these industries, due to sharply increased 

productivity of their workers, sustained an absolute 

decline in employment of 333.8 thousand jobs during 

the period.
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D. A group of 19 4-digit SIC industries experienced a 

reduction in their trade deficit in the aggregate 

amount of $572.1 million, a 35% reduction. At the 

output per worker of each of these industries applied 

to their increment of the reduction in trade deficit, 

it was equivalent to 19.3 thousand jobs. This group 

of industries sustained an absolute loss of employment 

of 30.6 thousand jobs during the period.

2. When the effects of the Kennedy Round concessions on these 

four groups of industries are added together, the net effect 

is that the 312 4-digit SIC industries sustained a net 

increase in the balance of trade deficit amounting to 

$8.7 billion, the employment equivalent of 152.9 thousand 

workers, during the period in which they sustained an 

absolute loss of employment amounting to 773.3 thousand 

jobs.

These data confirm in the most dramatic way the. substance o} 

my testimony that the Kennedy Round trade agreement negotiations were a 

failure from the point of view of the United States, resulting in major 

harm to U. S. manufacturing industries and to our balance of trade in 

manufactured products.

Under these circumstances, viewing the dimensions of the 

failure of the U. S. negotiators in the Kennedy Round, armed with the 

vast authority given by the Congress to the President in the Trade
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Expansion Act of 1962, the Council is unable to give its support to a 

new and even larger grant of power less carefully defined than the 1962 

Act to the President for a new round of negotiations. If the results 

of a new round of negotiations are as harmful to U. S. interests as the 

Kennedy Round of negotiations, it were far better that the authority 

not be granted and that the negotiations not take place.

The President and his spokesmen have referred to the dis 

advantage which confronts U. S. exports because of the host of nontariff 

barriers and other discriminatory arrangements which inhibit equitable 

access for U. S. exports to the markets of other countries. The President 

is armed with considerable authority to cope with nations who discriminate 

against U. S. exports and who unreasonably and unfairly burden U. S. 

commerce.

Section 338 of the Tariff Act of 1930 and Section 252 of 

the Trade Expansion Act of 1962 give the President virtually plenary 

power to withdraw tariff concessions from countries who have not honored 

their commitments to us to provide equivalent access for U. S. exports 

to their countries. The provisions of the General Agreement on Tariffs 

and Trade also permit action by the United States as a Contracting Party 

to withdraw tariff concessions from nations whose actions have nullified 

or impaired the value of concessions granted to the United States.

The sad fact is that with but few exceptions the Executive 

Branch of the Government has failed to use such authority as a means 

of effectively getting the attention of the countries that are violating 

our trade agreement rights and burdening our commerce. Seemingly the

6^006 O - 73 - pi. 7 - 7
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foreign trade policy officials in the Executive Branch are reluctant 

to confront other nations with a firm stance by the United States backed 

up by the clear-cut muscle of the unquestioned power of the President 

to penalize the exports of such countries to the United States if prompt 

and meaningful correction of their abuses of our rights is not forthcoming.

This reluctance to act with crisp efficiency against unfair 

practices of other nations has also been observable in the manner in 

which the antidumping and countervailing duty statutes have been admin 

istered by the Treasury Department. There has been some improvement in 

the administration of these statutes in the past few years. Such improve 

ment, however, is noticeable because it contrasts with a sorry record of 

substantial inaction against the unfair methods of competition practiced 

by foreign manufacturers in their exportation of products to the United 

States.

At this time it would appear that the vigor with which the 

Antidumping Act was briefly enforced by Secretary Connally and Assistant 

Secretary Rossides has been substantially diminished under the policies 

of the current officials responsible for the enforcement of the Act. Two 

actions of the Treasury Department reflect this change in attitude.

The amendment of the antidumping regulations proposed in 

April 1972 for the purpose of "defending United States industry effectively 

against unfair international trade practices in the dumping area" had 

as its most important provision a requirement that differences in circum 

stances of sale which would be recognized as a basis for making an 

adjustment in the home market price would be limited to those "directly
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related" to the sales of merchandise under consideration. The signifi 

cance of this proposed change was that theretofore the Treasury Department 

in conducting antidumping investigations allowed adjustments in the 

home market price for a large variety of claimed differences in circum 

stances of sale. It became the tactic of foreign manufacturers in 

dumping investigations, especially Japanese interests, to multiply such 

claims in order to explain away margins of dumping.

Regrettably, when the amendments to the antidumping regulations 

were promulgated in final form on December 4, 1972, the Treasury Department 

"backed away" from the "direct relationship" requirement, and the principal 

provision which would have validated the Department's assertion that the 

purpose of the amendments was to defend United States industry effectively 

against unfair international trade practices in the dumping area disappeared.

More recently, the Department announced its final decision 

in regard to a possible change in the antidumping regulations which 

further manifested its retreat from vigorous enforcement of the Antidumping 

Act. This matter concerned sales of merchandise for export to the United 

States at prices which are below the full cost of production of the 

merchandise. Several cases pending before the Bureau of Customs in 

1972 involved such transactions. In those cases the foreign manufacturers 

claimed that the below-cost export prices were not below "fair value" 

within the meaning of the Antidumping Act and regulations because the 

merchandise was sold in the home market at prices which were also below 

the cost of production.



2086

It should be obvious that in a free enterprise economy no 

manufacturer can for long sell his merchandise in all markets at prices 

which are below the cost of producing it, let alone at prices which 

do not include an increment of profit. It should be axiomatic under 

the spirit of the Antidumping Act that merchandise sold for export to 

the United States at such a low price that it does not cover the cost 

of producing the goods, is sold at less than fair value. No more unfair 

method of competition can be visualized than to undertake to capture 

the business of a competitor by selling goods at prices which are less 

than the cost of producing them.

Notwithstanding the tremendous importance of this issue, 

the Treasury Department on April 19, 1973, announced that it had decided 

not to make any change in its regulations which would provide that sales 

for export at prices which are below the cost of production would be 

regarded as being at less than fair value.

These actions of the Treasury Department strongly indicate 

that it is now the policy of the Department to accommodate foreign 

manufacturers in their strategy of explaining away margins of dumping 

by claimed differences in circumstances of sale not directly related 

to the sale of the merchandise in question and to encourage foreign 

manufacturers to penetrate the United States market by methods of competi 

tion which include the sale of their merchandise at be!ow-cost-of-production 

prices. I believe these two incidents are ample justification for the 

concern of the Council that the Antidumping Act is destined to be weakened 

in its administration.
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While the Treasury Department is to be commended for its 

action in concluding promptly an investigation and issuing a counter 

vailing duty order in regard to X-belted steel radial tires exported 

to the United States by the Michelin Company of Canada, this case stands 

almost alone in comparison with many countervailing duty complaints which 

have been languishing at the Treasury Department without action for some 

time.

Under these circumstances, Mr. Chairman, with the trade policy 

officials of the Administration unwilling to use the authority of the 

laws which are now on the books to correct the unfair conditions which 

injure our domestic industries in the import trade and our export indus 

tries in the export trade, what justification is there for a new grant 

of power to the President with a new array of powers to deal with the 

very same problems?

How can the Committee entertain any confidence that the new 

grant of power will be used in accordance with its intent if it does 

not take steps to assure itself that similar powers already on the books 

are put into action to deal with our urgent trade problems?

This completes the portion of my testimony concerned with 

stating the general position of the Trade Relations Council on the pending 

legislation. I now wish to turn my attention in a detailed way to the 

provisions of the bill. Our testimony in regard to the detailed provisions 

of the bill and our suggestions for revisions in the language of certain 

provisions of the bill should not be interpreted as any indication on 

our part that we believe that the enactment of the basic legislation 

would be wise or would serve the national interests at this time.



2088

Instead, we would think it salutary if this Committee were to issue 

a report declining to approve the legislation and calling upon the 

Executive to enter into a period of energetic use of existing remedies 

to correct our major trade problems.

An evaluation of the response of those nations who are 

violating our trade agreement rights, discriminating against our exports, 

and burdening our commerce would form a better basis for a judgment 

by this Committee as to any new trade agreement authority which would 

be appropriate for use by the President. A careful evaluation by this 

Committee of the inadequate administration of existing remedies such 

as the antidumping and countervailing duty statutes should also precede 

its favorable consideration of legislation which calls for major amendments 

in these laws.

II. CRITIQUE OF THE PROVISIONS OF H. R. 6767

SEC. 2. STATEMENT OF PURPOSES 

Subaeation (a)

Subsection (a) puts the burden on domestic industries and 

employment already vulnerable to import injury of sustaining further 

concessions of economic advantage in the U. S. market to their foreign 

competitors in order to attempt the achievement of nebulous objectives, 

limitless in their scope, and hence limitless in the domestic economic 

treasure which U. S. negotiators could be expected to offer up, hopefully, 

but irretriveably, for their accomplishment; viz. ,
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1. "reform of international trade rules":

These are now set forth in 6ATT; the U. S. is the principal 

architect of those rules; they presently contain their own machinery for 

reform (amendment). Why pay all over again for an attempt to improve 

GATT? We are entitled on the basis of past concessions to demand negotia 

tions for an amendment of GATT to improve the rules of international trade 

set forth therein. If the demand is not met, we have the right to terminate 

all of our GATT concessions under the three-year "open season" provisions 

of Article XXVIII of GATT; and, in fact, the United States gave notice 

in December 1972 of its intention to reserve the right to do just that; 

namely, to withdraw any or all U. S. tariff concessions.

2. "formulation of international standards for investment 
and tax laws and policies":

This is the bundle of problems associated with multinational 

corporations. These are principally U. S. based or owned. Their behavior 

in international investment and commerce transcends national sovereignty 

in the host countries of their activities. Why should tariff and customs 

rules be changed through negotiations, which always is accompanied by a 

heavy price to be paid by U. S. industries and workers as a result of the 

stimulation of U. S. imports, in order to accomplish or to approach the 

attainment of the Administration's objective of protecting the multinational 

corporations, in their freedom to invest and to take advantage of tax 

policies favorable to them in host countries?
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3. "improvement of the international monetary system":

The international monetary system is in disarray because 

(a) past U. S. tariff concessions made by other Presidents under delegated 

trade agreement authority have so seriously unbalanced the U. S. trading 

position to the detriment of both domestic production and employment, 

and export production and employment, that the United States has a galloping 

balance of trade deficit; (b) the U. S. multinational corporations who 

own 70% of $200 billion worth of short-term funds in international finance 

markets use these enormous funds as a perpetual hedge against changes 

in the relative value of the dollar and foreign currencies, continuously 

adding to the pressures which have made a steady assault in foreign exchange 

markets on the value of the dollar; and (c) U. S. trade authorities have 

failed totally to use existing U. S. rights under GATT and the Articles 

of Agreement of the International Monetary Fund to correct the inequities 

in our trade, foreign exchange, and investment position which foreign 

aggressiveness and U. S. weakness in these areas have created, and which 

the short-term investment tactics of U. S. multinational corporations 

have aggravated. To authorize the Administration to pay once more the 

precious and dwindling treasure of tariff concessions which grant favored 

access to the U. S. market for foreign products to achieve the equitable 

relationships which past uses of such authority should have but have not 

in fact accomplished and which existing U. S. rights under GATT and the 

IMF Articles could be devoted to attain, would be improvident.
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Subsection (b)

Subsection (b) would use U. S. market opportunities through 

tariff concessions to purchase "international cooperation in economic 

affairs" for the nebulous and patently unattainable objectives of 

"providing a means of" [that is, generate a new medium for international 

bribery to cajole economic aggressors into being reasonable with respect 

to] -

1. "solving international economic problems":

This objective is now divided between the GATT, OECD, and 

IMF, as well as U. S. treaties of friendship, commerce, and navigation 

with a host of countries. Why is not the machinery of those agreements 

used? In fact, the Administration has failed signally in its attempts 

to address these problems. Now the President wants a vast treasure chest - 

that is, the total removal of all trade-regulating means left to the United 

States to protect its domestic markets in the form of tariffs and customs 

formalities - to attempt to purchase with our remaining largess for trading 

opportunities what similar negotiations by his predecessors failed to 

accomplish, and which his delegates have been unable or unwilling to attempt 

by the forthright use of existing agreements to enforce U. S. rights.

2. "furthering peace":

The state of world peace in Eastern Europe, the Middle East, 

the British Isles, the entirety of Asia, and the Southern Hemisphere, to 

say nothing of the tensions which are latent in Africa, is such that there
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is neither the disposition of governments nor enough treasure in the 

United States to "purchase" the objective of "peace." The concern 

here is that armed with the authority to eliminate completely U. S. 

trade-regulating provisions, such as tariffs and customs formalities, 

"without limit" the Administration will spend it all to the irrevocable 

detriment of major sections of U. S. production and employment, without 

gaining any enduring objective in the cause of "world peace," or in even 

subsidiary areas of our international relations.

The treasure spent in the past, both in the form of foreign 

aid and tariff concessions, has not secured for the United States one 

international friendship of enduring character. It is speculative in 

the extreme, and totally inconsistent with this record, for the Congress 

to consider delegating plenary and unlimited power to the President over 

tariffs and trade for the continued pursuit of the will-o'-the-wisp of 

world peace through this form of "dollar diplomacy."

3. "raising standards of living throughout the world":

No case can be made for the proposition that residual tariffs 

or customs formalities imposed by the United States on imports are retarding 

the standard of living of any country of the world today. Rather, the 

stifling of the wellsprings of capital investment in less developed coun 

tries, thus denying to the people of those countries the capacity of the 

free enterprise system to generate wealth and advance their standard of 

living, which stifling is caused by the blighting influence of totalitarian 

governments, the intransigence of the enriched ruling classes, and the
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exploitation by foreign capital (multinational corporations) of the 

natural resources of such countries, are the principal causes. These 

conditions cannot be changed by the authority requested by the President 

in the Administration's trade bill to accomplish the final dismantlement 

of U. S. tariffs.

Subsection (a)

It has been the intended objective of all of the periodic 

trade legislation enactments to expand U. S. exports by permitting an 

expansion of U. S. imports on a reciprocal basis. These objectives have 

not been met. The U. S. has suffered a progressive decline in its share 

of world exports, and with particular rapidity since the implementation 

of the Kennedy Round concessions, which have proved to be totally one-sided 

in the flow of benefits: outward from the United States. We have been 

out-traded in each trade agreement negotiation during the past two decades, 

and when victory was not achieved by our foreign competitors at the bargain 

ing table, it was wrested from us in postagreement shenanigans by our 

trading partners through a host of measures:

  changing the incidence of border taxes;

  imposing "standards" on imports;

  using exchange controls through administrative guidance to 
limit the access to foreign exchange for the purchase of 
U. S. exports;

  the increased transfer of technology from U. S. to foreign 
producers as a condition for U. S. investment by multi 
national corporations in host countries;

  the establishment of preferential trading arrangements 
favoring foreign competitors through the cloak of customs 
unions and the "association" of our trade competitors 
with these duty-free havens.
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The U. S. Executive has demonstrated that (a) he is reluctant 

to achieve through trade negotiations precipitated by the exercise of 

U. S. rights under trade agreements the adjustment of these wrongs; and 

(b) he is reluctant to protect such potential rights as the United States 

has been able in past agreements to negotiate. Lacking firm, courageous 

exercise of U. S. rights under trade agreements to protect the value of 

concessions bargained for in such agreements, the U. S. has signaled to 

its trading partners an unwillingness to discipline them for their economic 

banditry by which they take from us the rights that we bargained and paid 

for in such trade agreements. For the U. S. Executive now to ask for 

additional authority - this time "without limit" - to travel once again 

this desolate road is inauspicious, to say the least.

Subsection (d)

This clause is a signal that like its unsuccessful predecessor, 

this Administration has adopted as firm policy that any U. S. investment 

for production in the United States to serve the U. S. market, and any 

employment generated and supported by such investment, do not have the 

right to exist if they cannot compete without tariffs at the border to 

equalize the accumulation of cost advantages in imported products traceable 

to differences in the U. S. and foreign standards of living.

Due to the international diffusion of manufacturing technology; 

the United States no longer has a comparative advantage in technology. 

It is obvious that capital formation has advanced to the point in other 

countries, through the abundance of dollars available to the central banks
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of those countries and the freewheeling investment activities of multi 

national corporations, that capital is completely responsive to the 

opportunities for investment for the manufacture of goods in foreign 

countries for exportation to the United States. It is therefore quite 

certain that modern, well-financed, technologically modern industries 

at lower wages, and lower tax costs, can produce for export to the United 

States with a host of economic incentives including tax concessions and 

a remission of internal tax burdens at total costs far below those applicable 

to the competing United States industry.

In our law, the Fair Labor Standards Act makes it a crime 

for domestic producers to pay less than the minimum wage or to work their 

employees past the maximum hours without the payment of time and a half 

for overtime. Yet the Administration's trade bill would confer upon 

foreign producers the unlimited right without interruption beyond a 

temporary period for U. S. industries to move out of the way to invest 

for the creation of manufacturing capacity to serve the United States 

market without meeting these standards, or the equivalent in the form 

of import duties. This is a policy which is destined so to erode the 

sinews of American industrial strength and to diminish employment oppor 

tunities in the United States that it should not be countenanced.

Further, even the temporary "adjustment" which the bill 

would "facilitate" is not to be ordained within the sound discretion 

of the U. S. President in the light of domestic and international con 

siderations. Rather, the bill announces that such adjustment is to be 

subservient to something which does not now exist, and hence cannot be
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evaluated or known by the Congress; viz., "anticipated multilateral 

safeguard rules being negotiated with other nations."

In short, the Congress is being asked to write a blank check 

for unlimited power on the part of the President to sound the death knell 

of any American industry or group of workers, and even to tie his own 

hands in the granting of a temporary period for adjustment for such industry 

based upon the rules insisted upon by other nations who will be most 

reluctant to have their unlimited access to the United States market 

interrupted for even a brief period of time.

Siibseetion (g)

The President already has plenary authority to act through 

negotiations and otherwise "to obtain for exports for American products 

fair treatment and equitable access to foreign markets." He has not used 

this authority. Examples of this unused authority are:

1. Article XXIII of GATT: The right to demand that any party 

nullifying or impairing U. S. rights under GATT (including 

access for U. S. exports to the markets of such party) con 

sider a U. S. proposal for correction of such conditions 

and, if no action is forthcoming from the Contracting Parties 

promptly authorizing such action, to act unilaterally; and

2. Article XXVIII, paragraph 4, and Article XXXI of GATT, Which 

allow the United States as a Contracting Party at any time 

for special circumstances (discrimination by other countries
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and a denial of fair-trading opportunities for U. S. products 

in the markets of such countries constitute "special circum 

stances" within the meaning of paragraph 4 of Article XXVIII) 

to withdraw tariff concessions from the offending party, or, 

failing sympathetic approval of such action by the Contracting 

Parties, for the United States to withdraw from GATT itself;

S. Section 252(b) of the Trade Expansion Act of 1962, which directs 

the President, whenever a foreign country maintains nontariff 

measures "which substantially burden United States commerce," 

or engages in discriminatory acts unjustifiably interfering 

with United States commerce, to withdraw or suspend in part 

or entirely U. S. tariff concessions from such countries; and

4. Section 252(a) of the Trade Expansion Act of 1362, which authorizes 

the President, whenever a foreign country maintains "unreasonable 

import restrictions" which directly or indirectly burden United 

States commerce, to withdraw or suspend U. S. tariff concessions, 

in whole or in part, from such countries; and

5. Section 338 of the Tariff Act of 1930, which directs the President 

to impose new or additional duties up to 50% ad valorem on the 

products of any country whenever he finds that such country 

discriminates against U. S. commerce by law, regulation, practice, 

customs duty, condition, restriction, etc., so as to place the 

commerce of the United States at a disadvantage compared with
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the commerce of any country. If the country maintains or 

increases the discriminatory practice after the President 

makes this finding of fact, he can impose an embargo on the 

importation of its products into the United States, either 

on designated products, or on products of any country carried 

in the vessels of the offending country.

The record of inaction and ineffectiveness by this and prior 

Administrations with respect to the enforcement of U. S. rights through 

the authorities outlined above, and their plain unwillingness to attempt 

the use of such authority, well establishes the inadvisability of now 

giving the President new trade agreement authority to attempt to accomplish, 

through the expenditure of the remaining treasure owned by the United States 

in the form of the regulating effect of tariffs on foreign products seeking 

entry into the United States, the equitable access to the markets of other 

countries which we have paid for in the past but have been denied by post- 

;trade agreement action of such countries.

Subsection (h)

The President already has impressive amounts of "flexible 

authority to deal with matters affecting trade" as described above. He 

needs no new authority to undertake "the full exercise of United States 

rights in the context of international agreements." He has such power 

now under the terms of those agreements, which were entered into by our 

granting trade agreement concessions under the authority of the then-existing 

enabling legislation. We have already purchased the rights; they are
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embodied in the agreements, and we have declined to exercise those rights. 

What virtue would there be in the Congress granting additional authority 

to pay new treasure to achieve the incorporation into new agreements of 

the right to act against unfairness when we have demonstrated in present 

and past agreements our unwillingness to do so? It is not the creation 

of more rights that is needed, but, rather, the exercise forthrightly of 

the rights already possessed by the United States.

Similarly, the requested power to use "temporary measures to 

deal with balance of payments disequilibria and to restrain inflation" 

would place the burden on domestic industries and their workers of financing 

the President's initiatives of coping through international action with 

those bottomless pits of fundamental structural problems caused by a host 

of unwise U. S. and foreign policies, and aggravated by events which are 

the product of our ineffective trade agreement negotiations in the past 

and the freedom of multinational corporations to trade to their own advantage 

at the expense of the strength of the dollar. How can domestic industries 

and their workers be expected to carry alone this burden in the form of 

increased access to U. S. markets for imported products? Why weaken or 

destroy U. S. investment and employment opportunities when the cause of 

these problems does not rest with the domestic sector?

96-006 O - 73 - pt. 7 - I
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TITLE I - AUTHORITY FOR NEW NEGOTIATIONS 

CHAPTER 1 - GENERAL AUTHORITIES

SEC. 101. BASIC AUTHORITY FOR TRADE AGREEMENTS 

Subsection (1)

This emphasizes the intent of the Administration to use the 

unlimited authority requested in the bill without subjecting itself to 

the discipline of exacting from the other parties to a trade agreement - 

the recipients of the U. S. concessions - fully reciprocal treatment of 

U. S. exports. Thus the bill would empower the President to use the new 

authority whenever he determines that any of the purposes of the Act would 

be promoted thereby. The nebulous statement of purposes is so sweeping, 

so impossible of attainment through the grant of economic concessions, and 

so impossible to validate or verify that the bill would subject the President 

in fact to no real preconditions for the use of this delegated power.

The Constitution, as interpreted by the Supreme Court, requires 

that the Congress attach specific conditions to the delegation of its 

power and authority over foreign commerce to the President. The Congress 

must lay down a "primary standard" or an "intelligible principle" which 

sets forth the particular conditions which must be satisfied if the dele 

gated authority is lawfully to be used by the President. This bill's 

language that permits the President to act whenever he determines that 

"any" of a host of vaguely stated concepts - such as "peace," "international 

cooperation," "formulation of international standards for investment," 

"improvement of the international monetary system," or "provide a means 

of solving problems" - will be "promoted," fails to require any definite



2101

accomplishment in any measurable area as the condition for its use. These 

vague generalities do not constitute a primary standard or an intelligible 

principle. The bill in this respect offers but one more instance of the 

Executive asking the Congress to abdicate a particular, specified Constitu 

tional responsibility; namely, to regulate foreign commerce.

Subeeotion (2)

This subsection would give the President the power to eliminate 

all remaining import duties entirely, and emphasizes that no test other 

than the President's whim - his determination - that it is "appropriate" 

for him to do so. To be valid Constitutionally there must be a finding 

of fact by the President that the primary standards specified by the 

Congress would be satisfied by his action. He must assess the facts and 

circumstances that pertain to the matters specified by the Congress as 

falling within its objectives, find as a fact that these equate to the 

Congressional purpose, and take suitable steps on the record to develop 

the requisite body of information upon which such a finding could be made. 

Without this, it is impossible for the courts to review the President's 

action in any particular use of the delegated authority to determine whether 

the conditions for a Constitutional exercise by the President of properly 

delegated power have been met. If court review for this purpose is not 

possible, the checks and balances of our Constitutional system cannot work.



2102

SEC. 102. STAGING REQUIREMENTS AND HOUNDING AUTHORITX 

Subsection (a)

This subsection seems to have as its objective providing that 

the new tariff cuts which the President would agree to in a trade agreement 

would take effect in five equal installments. The provision is patterned 

after Section 253 of the Trade Expansion Act of 1962 but a key word whose 

presence is essential to the sense of the section has been omitted; viz., 

the word "if" which should appear at the end of line 6, page 7 of the bill, 

before the dash which now appears at the end of that line.

Further, in order for the language at lines 7-16, page 7, as 

to "total reduction under such agreement" to make sense, it must (as in 

the 1962 Act) be modified by the words "for such article." Otherwise, 

the staging of reductions in duty for any article could literally be satis 

fied either by one-fifth of the total reductions made at large in the trade 

agreement or, alternatively, one-fifth of the reductions made in the duty 

applicable to a particular article in such agreement.

Further, the event which is to fix the date upon which the 

staged reductions in duty are to be placed into effect is described in 

such inexact language that it cannot be known what actions legally qualify; 

hence, uncertainty resolvable only by judicial contests would be the result. 

This defect results from the use of the words "the first action pursuant 

to section 101(b) to carry out such trade agreement" instead of the words 

in the 1962 Act, "the first proclamation * * * to carry out, etc." No "act" 

is specified in Section 101(b). In fact, there is no subsection (b) to 

Section 101. Evidently the draftsman had paragraph (2) of Section 101 in 

mind, but its terms do not refer to any mode of action.
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In addition, the draftsman has arranged the language of 

Section 102(a)(2) in such manner that the result intended cannot be 

achieved. Literally, the paragraph now requires that "the remainder 

of such total reduction" [that is, the entire four-fifths of the reductions 

which remain after the first one-fifth is put into effect] take effect 

"at one-year intervals" after the first date. But the first time "the 

remainder" takes effect [at the first yearly interval], no part then 

remains to go into effect. Hence, if that amount, "the remainder," is 

required to go into effect at each yearly anniversary, the duty would be 

lowered each year by an amount equal to four-fifths of the total concession 

in duty granted in the trade agreement. This would not seem to be the 

intention of the draftsman. This problem in draftsmanship would not exist 

if the sequence of phrasing used in Section 253(a)(2) of the 1962 Act, 

from which the draftsman of the bill borrowed the language of Section 102(a)(2), 

were to be employed; viz.:

"(2) the remainder of sueh total reduction had taken 
effect in four equal installments at 1-year intervals after 

the date referred to in paragraph (1), or in one or more annual 
installments after such date in the amount of S per centum 

ad valorem and a final annual installment in the amount of 
the remaining portion of the total reduction where four equal 
installments would each t>e less than 3 per centum ad valorem. "

Subsection (b)

This is patterned after Section 253(d) of the 1962 Act. Its 

purpose is to interrupt the staging of duty reductions when such reduction 

is nullified by some act of supervening authority, such as a court decision.
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But the bill omits reference to the supervening act of Congress itself 

which always Constitutionally retains the power by legislation to nullify 

a trade agreement reduction in duty. By omitting such reference to 

legislation as an event which interrupts the staging, the bill evidently 

seeks to oust Congress from such exercise of its Constitutional power 

in the future.

SBC. IPS. NONTARIFF BARRIERS TO TRADE 

Subsection (a)

This section declares that trade barriers are reducing the 

growth of U. S. exports in a manner which diminishes the intended mutual 

benefits of reciprocal trade concessions. In so stating, the section omits 

any reference to the fact that such trade barriers have been imposed by 

other nations in violation of the rights secured and held by the United 

States under trade agreements in which U. S. tariff concessions were granted 

for the specific purpose of providing increased trading opportunities for 

U. S. exports. By failing to make reference to the fact that trade barriers 

diminishing trading opportunities for U. S. exports are in violation of 

U. S. trade agreement rights, the bill, if enacted, would tend to excuse 

or exonerate such actions by other countries in violation of U. S. rights.

It is therefore recommended that Subsection (a) be amended 

to add at line 22 of page 8 following the word "concessions," 

the following: "in violation of the rights accruing to the 

United States under trade agreements and other international 

commitments, ".
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Similarly, in the present last sentence of subsection (a), 

which undertakes to give Congressional direction to the President that 

he take all feasible steps to reduce or eliminate trade barriers in order 

to provide better access for U. S. exports, it is essential that language 

be added which will direct the President to use his existing authority 

under the trade agreements now in effect and under existing provisions 

of law to enforce U. S. rights of access for its products to the markets 

of other countries by withdrawing U. S. tariff concessions and taking 

other actions authorized by law which are intended to bring other nations 

violating U. S. trade rights to the bargaining table. This recommendation 

can be carried out by amending the existing language of subsection (a) 

by adding at line 25, page 8, after the word "power" the following:

"including the exercise of U. S. rights under existing trade 

agreements to withdraw past tariff concessions in order to 

remedy nullification or impairment of U. S. trade agreement 

rights, and to take such further actions as are authorized 

under existing law to counteract discrimination against United 

States exports,".

Subsection (b)

Section 103(b) undertakes to urge the President to negotiate 

new trade agreements with other countries which would provide for the 

reduction of trade barriers harmful to U. S. exports. The subsection 

as presently worded is deficient in that it is silent with respect to 

the exercise by the President of existing rights under present trade 

agreements and under present provisions of law. To the extent that it 

omits references to such bases of authority for the President to act
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without delay to redress violations of U. S. rights of access to the 

markets of other countries, the bill would be interpreted as wiping the 

slate clean on the failure of the Executive to enforce U. S. rights in 

the past. It thus would sacrifice the considerable value present in 

such rights which have been painfully paid for by the United States under 

past trade agreement concessions which have exposed domestic industries 

and workers to strong increases in U. S. imports to the detriment of 

U. S. investment and employment within the United States market.

To correct this deficiency in subsection (b) of Sec. 103, 

it is recommended that the language at line 5, page 9, be amended by 

inserting before the word "negotiate" the following:

"exercise the rights of the United States under existing 

trade agreements, and those powers vested in the President 

under section 338 of the Tariff Act of 1930, and section 252 

of the Trade Expansion Act of 1962, to withdraw the benefit 

of tariff concessions granted by the United States under 

trade agreements from countries which have unfairly or 

diecriminatorily impeded access for U. S. exports to their 

markets, and, as may be appropriate in support of or in 

furtherance of the objective of removing such impediments 

to U. S. exports in the exercise of the aforementioned rights 

and powers, to".

Subsections (c) and (d)

Section 103 at subsection (d) undertakes to provide a procedure 

under which the President can enter into an agreement with other countries 

providing for the removal or modification of nontariff barriers to trade
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maintained by the United States, subject to his obligation to notify the 

Congress of his intended action and the right of the Congress within a 

definite period of time to disapprove of such agreement by an affirmative 

vote of a majority of the authorized membership of either house of Congress.

The bill at subsection (c) of Section 103, however, carves 

out a startling exception to this procedure by providing that the President 

without reference to the Congress would be authorized "to take any action" 

which the President deems appropriate to carry out a trade agreement which 

provides for changes in the methods of customs valuation employed by the 

United States, and changes including elimination of the requirements for 

marking imported goods as to the country of origin.

The authority sought in subsection (c) of the bill to modify 

methods of customs valuation is sought by the Administration in order to 

give it the power which the Administration lacked in the Kennedy Round of 

trade agreement negotiations to eliminate the American Selling Price basis 

for the customs valuation of certain benzenoid chemicals. The Congress 

refused to ratify a trade agreement commitment for such elimination entered 

into in the Kennedy Round of negotiations under the auspices of GATT. 

The effect of such elimination on the industry producing synthetic organic 

dyestuffs, dye intermediates, color lakes and toners, and certain medicinals 

would be so drastic that in practical terms domestic production of such 

products would become so unattractive that in thecourseof time it would 

be discontinued, investment in existing chemical plants concerned with 

the production of such products would be sacrificed, and the jobs of the 

skilled chemical production workers and technicians which support such
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production would be sacrificed. No requirement is specified in the 

attempted delegation of such authority to the President under subsection (c) 

of Section 103 to require that the President secure from the countries 

that would be the beneficiaries of such action equivalent trade benefits 

to those that would be conferred upon foreign producers by removing the 

valuation system which is essential to the protection of an important 

United States industry.

In regard to the authority that would be given the President 

to eliminate the requirement in U. S. law that imported merchandise be 

marked to show the country of origin, it is important to recognize that 

such marking is part of the law of unfair competition in the United States. 

Not only in the customs laws, but also in the Federal Trade Commission 

Act as interpreted by the courts, there has been a long-standing requirement 

that the American consumer be informed of the origin of merchandise which 

he has under consideration for purchase in order that any preference which 

the consumer has may be intelligently exercised either for or against 

domestic or foreign merchandise.

The fact that foreign interests desire to secure the elimination 

of such marking requirements is well-known and is in itself a sufficient 

indication of the importance of such marking to the interests of the 

American consumer. The President ought not to be authorized to eliminate 

such requirements without reference to the Congress any more than he 

should be allowed to remove the long-standing basis for the economic 

viability of the domestic dyestuff industry through the elimination of 

the American Selling Price valuation rule.

Subsection (a) of Section 103 should be deleted from the bill.
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Subsection (e)

Section 103(e) sets forth the procedure under which the 

President would give notice to the Senate and the House of Representatives 

of his intention to implement a trade agreement calling for modification 

or elimination of nontariff barriers to trade maintained by the United 

States. It is the purpose of this procedure to provide Congress with a 

period of time following the giving of such notice to adopt a resolution 

disapproving of such agreement if that is the disposition of either of 

the houses of Congress. The procedure provides for only 90 days from 

the giving of such notice by the President until the adoption of a resolu 

tion by a majority of the members of either house. If action is not taken 

within such 90-day period, the agreement and action proposed by the President 

in its implementation would be validated.

The period of time provided, 90 days, is too short in relation 

to the requirements of the legislative process to give either the House 

or the Senate a fair opportunity for the President's proposed agreement 

and action to be systematically considered by the cognizant legislative 

committees of the House and of the Senate, and to be brought to the floor 

of the House or Senate chamber for a vote in an orderly manner and in 

accordance with normal procedures of those bodies. If the procedure is 

worthy of adoption, then it is essential that an adequate period of time 

be provided for the President's proposed agreement and his implementation 

thereof to be studied carefully by the legislative conmittees, including 

an opportunity for the public to testify in public hearings for and against 

the approval of such an agreement and such implementation.
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Accordingly, it is recommended that the 90-day period 

now specified in subsection (e) of Section 103 be amended 

to read 120 days.

CHAPTER 2 - HEARINGS AND ADVICE CONCERNING 
_________NEGOTIATIONS PURSUANT TO TITLE I

SEC. 111. TARIFF COMMISSION ADVICE

This chapter and section are directed to the assistance which 

will be given the President by the Tariff Commission in studying the 

probable economic effect upon domestic industries producing the like 

or directly competitive articles of modifications of import duties in 

trade agreements to be entered into under the authority of the Act.

Section 111 essentially carries forward the type of direction 

specified in the Trade Expansion Act of 1962 for Tariff Commission inquiries 

in the prenegotiation stage. It therefore affirms the ineffective, 

generalized type of investigation made in the context of the Kennedy 

Round by the Tariff Commission, which was not focused upon the extent 

to which existing import duties could be reduced without causing injury, 

or the extent to which existing import duties needed to be increased in 

order to correct actual or threatened serious injury evident at the time 

of the Commission's investigation.

The President and his spokesmen have indicated that in the 

forthcoming negotiations under GATT with the EEC, EFTA countries, Japan, 

and other developed and less developed nations, the United States would 

be intent upon accomplishing in the negotiations selective increases in 

duty on products being imported in such volume and under such circumstances
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as to injure domestic production and employment. The criteria set forth 

in Section 111 fail to respond to this declared intention. No indication 

is given in the language of Section 111 of any responsibility on the part 

of the Commission to identify particular product categories, the imports 

of which are causing or threatening serious injury to a domestic industry, 

nor for advice to the President in order that he might be able to consider 

the negotiation of tariff increases with respect to such categories.

The approach taken by the Tariff Commission in the prenegotiations 

stage of the Kennedy Round in conducting studies of the probable economic 

effect of modifications of duties on domestic industries producing like 

or directly competitive products was so inadequate to the necessities of 

the negotiations that there has taken place subsequent to the implementation 

of the concessions granted by the United States in the Kennedy Round wide 

spread deterioration in the competitive position of American industries 

vis-a-vis import competition in the United States market.

The identification of many U. S. manufacturing industries 

whose position in foreign trade has substantially deteriorated as a result 

of the concessions granted in the Kennedy Round, incorporated in the Appendix 

to this statement, constitutes compelling evidence that the type of informa 

tion generated by the Tariff Commission in its prenegotiations investigation 

was wholly inadequate to inform the President of the particular product 

classifications as to which it would be wise for him to avoid making further 

reductions in duty, or to avoid reductions that proceed beyond a certain 

point.
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The President and his spokesmen have indicated in various 

public statements their intention that the forthcoming trade negotiations 

benefit all American workers, not merely those engaged in export indus 

tries but those whose livelihood and whose welfare are directly tied to 

industries particularly vulnerable to import competition. This promise 

cannot be kept unless the advice given by the Tariff Commission to the 

President is meaningful in terms of alerting the President to the point 

at which domestic employment would be placed in jeopardy by further tariff 

concessions.

For this reason the approach set forth in the bill, essentially 

a carbon copy of the approach embodied in the Trade Expansion Act of 1962, 

which has been shown by the results of the Kennedy Round negotiations 

to have been a failure, ought not be followed. Instead, there should now 

be restored to the mandatory prenegotiating procedures the approach that 

was followed in trade agreement negotiations antedating the Kennedy Round 

in which the Tariff Commission specifically draws expert conclusions from 

the economic data developed in its investigation in such manner as to 

identify the extent to which existing import duties on particular product 

categories may be reduced without causing or threatening serious injury 

to a domestic industry or its workers and, in addition, identifying the 

extent to which existing duties should be increased if domestic industries 

and their workers are to be safeguarded from actual or threatened serious 

injury under current circumstances.

Accordingly, it is proposed that Section 111 of the bill be 

completely rewritten and in its place there be substituted the following:
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"SEC. 111. TARIFF COMMISSION ADVICE.--(a) Before 

entering into negotiations concerning any proposed foreign 

trade agreement under sections 101 and 10S(c), the President 

shall furnish the United States Tariff Commission (herein 

after in this Act referred to as the "Commission") with a 

list of all articles imported into the United States to be 

considered for possible modification of duties and other 

import restrictions, imposition of additional -import 

restrictions, or continuance of existing customs or excise 

treatment. In addition, the President shall furnish 

the Commission with a separate list of all articles imported 

into the United States in relation to which he intends 

to consider in any proposed foreign trade agreement possible 

modification of customs valuation rules, possible modifica 

tion in the rules for establishing the quantities on which 

the assessments of duty are made, and possible modification 

in the rules in relation to the marking of imported commodities 

so as to disclose to the ultimate purchaser the country 

of origin. Upon receipt of such lists, the Commission 

shall make an investigation and report to the President 

the findings of the Commission separately with respect to 

each article identified on the separate lists referred to 

in this section as to (1) the limit to which such modification, 

imposition, or continuance may be extended in order to carry 

out the purpose of such section 101 without causing or 

threatening serious injury to the domestic industry producing 

like or directly competitive articles; and (2) if increases 

in duties or additional import restrictions are required 

to avoid serious injury to the domestic industry producing 

like or directly competitive articles, the minimum increases 

in duties or additional import restrictions required. Such 

report shall be made by the Commission to the President not
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later than six months after the receipt of suah lists by 

the Commission. No suah foreign trade agreement shall be 

entered into until the Commission has made its report to 

the President, or until the expiration of the six-month 

period.

"(b)(1) In the course of any investigation pursuant 

to this section, the Commission shall hold hearings and 

give reasonable public notice thereof, and shall afford 

reasonable opportunities for parties interested to be 

present, to produce evidence, and to be heard at suah hearings. 

If in the course of any such investigation the Commission 

shall find with respect to any article on the list upon 

which a Tariff concession has been granted that an increase 

in duty or additional import restriction is required to 

avoid serious injury to the domestic industry producing 

like or directly competitive articles, the Commission shall 

promptly institute an investigation with respect to that 

article pursuant to section 201 of this Act.

"(2) In each suah investigation the Commission 

shall, to the extent practicable and without excluding other 

factors, ascertain for the last calendar year preceding the 

investigation the average invoice price on a country-of-origin 

basis (converted into currency of the United States in 

accordance with the provisions of section 522 of the Tariff 

Act of 1930, as amended) at which the foreign article was 

sold for export to the United States, and the average prices 

at which the like or directly competitive domestic articles 

were sold at wholesale in the principal markets of the United 

States. The Commission shall also, to the extent practicable, 

estimate for each article on the lists the maximum increase 

in annual imports which may occur without causing serious 

injury to the domestic industry producing like or directly 

competitive articles. The Commission shall request the
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Executive departments and agencies for information in their 

possession concerning prices and other economic data from 

the principal supplier foreign country of each euch article.

"(c)(1) Within 30 days after any trade agreement under 

section 101 has been entered into which, when effective -

(i) will require or make appropriate any modifica 

tion of duties or other import restrictions; the 

imposition of additional import restrictions; the 

modification of methods of customs valuation; the 

modification of methods for establishing the quantities 

on which assessments are made; the modification in 

requirements for marking imported merchandise to disclose 

the country of origin; or the continuance of existing 

customs or excise treatment, methods of valuation, 

methods of establishing the quantities on which 

assessments are made, or of requirements for marking 

imported merchandise so as to disclose the country 

of origin - which modification, imposition, or continuance 

will exceed the limit to which such modification, 

imposition, or continuance may be extended without 

causing or threatening serious injury to the domestic 

industry producing like or directly competitive articles 

as found and reported by the Tariff Commission under 

subsection (a); or

(ii) will fail to require or make appropriate the 

minimum increase in duty or additional import restrictions 

required to avoid such injury;

the President shall transmit to the Congress a copy of such 

agreement together with a message accurately identifying the 

article or articles with respect to which such limits or minimum 

requirements are not complied with, and stating his reasons 

for the action taken with respect to such article or articles.
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If either the Senate or the House of Representatives, or 

both, are not in session at the time of transmission, such 

agreement and message shall be filed with the Secretary of 

the Senate or the Clerk of the House of Representatives, 

or both, as the case may be.

"(2) Promptly after the President has transmitted 

suah foreign trade agreement to Congress, the Commission 

shall deposit with the Committee on Ways and Means of the 

House of Representatives and the Committee on Finance of 

the Senate, a copy of the portions of its report to the 

President dealing with the articles with respect to which 

such limits or minimum requirements are not complied with,

"(d) (1) Such foreign trade agreement shall enter 

into effect only if a proclamation valid pursuant to this 

subsection is published by the President under the terms 

and conditions specified herein.

"(2) Suah proclamation shall be valid -

(i) only if the President has given notice to 

the Senate and to the House of Representatives of 

his intention to issue a proclamation making effective 

such foreign trade agreement, such notice to be given 

at least 120 days in advance of his publishing such 

proclamation;

(ii) only after the expiration'of 120 days from 

the date on which the President delivers a copy of 

such agreement to the Senate and to the House of 

Representatives, as well as a copy of his proposed 

proclamation in relation to such foreign trade agreement 

and a statement of his reasons for entering into an 

agreement providing for modification of duties or 

other import restrictions, the imposition of additional 

import restrictions, the modification of methods of
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customs valuation, the modification of methods of 
establishing the quantities on which assessments are 
made, or the modification of requirements for marking 
of imported products to disclose to the ultimate 
purchaser the country of origin, together with a 
statement of his reasons as to how such foreign trade 
agreement in view of such modification, imposition, 
or continuance in excess of the limits reported by the 
Tariff Commission will, in the judgment of the President, 
serve the interests of United States producers and 
workers and as to why the proposed proclamation or 
proclamations are necessary to carry out such foreign 
trade agreement; and

(Hi) only if between the date of delivery of 
the agreement to the Senate and to the Bouse of Repre 
sentatives and the expiration of the ISO-day period 
referred to in subsection (d), neither the Senate nor 
the House of Representatives has adopted a resolution, 
by an affirmative vote of the yeas and nays of a majority 
of a quorum of that house, stating that it disapproves 
of the foreign trade agreement, or that it disapproves 
of that portion of the foreign trade agreement in which 
the President proposes to make modification, or to impose, 
or to continue, import restrictions, methods of customs 
valuation, methods of establishing the quantities on 
which assessments are made, or in the requirements for 
marking the country of origin in excess of the limits 
specified by the Tariff Commission in its report to the 
President. For purposes of this section, in the computa 
tion of the 120-day period, there shall be excluded the 
days on which either house is not in session because of 
adjournment of more than three days to a day certain, or
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an adjournment of the Congress sine die. The notices 

referred to in this section and the documents referred 

to in this section shall be delivered to both houses 

of the Congress on the same day and shall be delivered 

to the Clerk of the House of Representatives if the 

House of Representatives is not in session and to the 

Secretary of the Senate if the Senate is not in session."

The Administration bill at Section 111 omits to provide that 

the Tariff Commission will investigate and supply to the President its 

advice with respect to articles which would be affected by provisions 

of a trade agreement entered into by the President which propose the 

reduction, harmonization, or elimination of nontariff barriers to trade. 

Under Section 103(d) of the bill, the President would be authorized to 

enter into trade agreements providing for such changes, and would be 

required to notify the Congress of his intention to implement such trade 

agreements. The Congress thereupon, according to the Administration bill 

would have a 90-day period within which either house could by affirmative 

vote of the majority of its members disapprove such agreement.

The Tariff Commission's advice is no less important with 

respect to such changes than it is in regard to proposed modifications 

in import duties, the continuance or modification of other import restric 

tions, customs or excise treatment, or change in methods of customs valua 

tion, establishing the quantity of imported articles on which assessment: 

will be made, and requirements for the marking of imported articles so at 

to disclose to the ultimate purchaser the country of origin. Accordingl.1
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it is proposed that the bill be further amended by adding a new section 

to specify the obligations of the Tariff Commission with respect to such 

proposed changes. The following language is recommended:

"SEC. 112. TARIFF COMMISSION ADVICE AS TO PROPOSED 
MODIFICATION IN NONTARIFF BARRIERS TO TRADE.  (a) Before 
entering into negotiations concerning any proposed foreign 

trade agreement under section 103(d), the President shall 
furnish the United States Tariff Commission with a list 
of all articles imported into the United States to "be 
considered for possible modification of domestic law alleged 
by countries which are the principal suppliers of such 
articles imported into the United States to be nontariff 
barriers which are to be considered for possible modifica 
tion pursuant to intended negotiations in any proposed 
foreign trade agreement. The list shall identify the 

particular provisions of domestic law alleged by principal 
suppliers of V. S. imports to be nontariff barriers to 
U. S. imports and the type of modification which such 
countries have requested or which the President proposes 
to consider in the course of negotiations for such proposed 
foreign trade agreement. On receipt of such list, the 

Commission shall make such investigation and report to the 
President the findings of the Commission with respect to each 
such article as to (1) the extent to which such provisions 
of domestic law may be modified in the manner requested by 
principal suppliers of the imported articles, or in the manner 
proposed by the President, without causing or threatening 
serious injury to the domestic industry producing like or 
directly competitive articles; and (2) if modification in 
such provisions of domestic law, not requested by principal 
suppliers, or not proposed by the President, are required
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to avoid serious injury to the domestic industry producing 

like or directly competitive articles, the substance of the 

modifications so required. Such reports shall be made by 

the Commission to the President not later than six months 

after the receipt of such lists by the Commission. Ho such 

foreign trade agreement shall be entered into until the 

Commission has made its report to the President or until 

the expiration of the six-month period,

"(b)(1) In the course of any investigation pursuant 

to this section, the Commission shall hold hearings and give 

reasonable public notice thereof, and shall afford reasonable 

opportunity for parties interested to be present, to produce 

evidence, and to be heard at such hearings. If in the course 

of any such investigation the Commission shall find with respect 

to any article on the list upon which a modification of existing 

domestic law alleged to be a nontariff barrier is proposed 

that a further or different type of modification is required 

in comparison with that requested by the principal supplier 

of such imported article or proposed for consideration by the 

President in such foreign trade agreement, in order to avoid 

serious injury to the domestic industry producing like or 

directly competitive articles, the Commission shall give 

specific advice to the President with regard to the substance 

of the modifications required to avoid such actual or threatened 

injury.

"(2) In each such investigation the Commission shall 

to the extent practicable determine the extent to which a 

modification of duties and other import restrictions, the 

imposition of additional import restrictions, or the continuance 

of existing customs or excise treatment is. required or appro 

priate to avoid serious injury to the domestic industry producing 

like or directly competitive articles in the event that the
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provisions of domestic law alleged by principal supplying 
nations of such imported articles to be nontariff barriers 
to such imports, or proposed for modification by the President 
in such foreign trade agreement, are accordingly changed. 
The Commission shall request the Executive departments and 
agencies for information in their possession concerning 
prices and other marketing and economic data pertinent to 
such imported articles as sold in the United States in 
competition with the like or directly competitive imported 
articles, and as sold in the markets of the principal supplier 
foreign country in competition between the products of such 
country and exports from the Vnited States of the like or 
directly competitive article. "

"(c)(l) Within SO days after any trade agreement under 
section 103 has been entered into which, when effective -

(i) will require or make appropriate any modifica 
tion in domestic law alleged by the principal supplier 
of an article subject to such domestic law to be a 
nontariff barrier to imports, or acknowledged by the 
President to have such status, which modification differs   
from or exceeds the limit to which such modification 
may be made without causing or threatening serious injury 
to the domestic industry producing like or directly 
competitive articles as found and reported by the Tariff 
Commission under subsection (a); or

(ii) will fail to require or make appropriate the 
minimum increase in duty or additional import restrictions 
required to be made in conjunction with such modification 
of domestic law applicable to the imported article to 
avoid such injury, as found and reported by the Tariff 
Commission under subsection (a);

the President shall transmit to Congress a copy of such trade 
agreement together with a message accurately identifying the
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article or articles with respect to which euah limits of 

minimum requirements are not complied with, and stating his 

reasons for the action taken with respect to such article. 

The President is not authorized to issue a proclamation or 

order effecting the proposed modification of such domestic 

law as provided in such trade agreement unless such procla 

mation or order would be valid under the provisions of 

paragraph (2) of this subsection.

"(2) Proclamations or orders issued pursuant to 

this subsection shall be valid -

(i) only if the President has given notice to 

the Senate and to the House of Representatives of his 

intention to utilize this procedure, such notice to 

be given at least 120 days in advance of his entering 

into an agreement providing for the modification of 

domestic law alleged by a principal supplier country 

to be a nontariff barrier to V. S. imports of such 

article, or conceded by the President to have such 

status;

(ii) only after the expiration of 120 days 

from the date on which the President delivers a copy 

of such agreement to the Senate and to the House of 

Representatives, as well as a copy of his proposed 

proclamation or order in relation to -existing domestic 

law, and a statement of his reasons as to why he has 

determined to exceed the limit to which the substance 

of such domestic law could be modified, without causing 

or threatening serious injury to the domestic industry 

producing a like or directly competitive article, and 

why he has refrained from providing in such trade agree 

ment for the modification of duties or other import 

restrictions, the imposition of additional import
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restrictions, or the continuance of existing customs 

or excise treatment, which the Tariff Corrmission found 

and reported to the President to be necessary in order 

that such modification in domestic law as is alleged 

by the principal supplier nation of U. S. imports of 

such article to constitute a nontariff barrier to such 

imports, or which is conceded by the President to have 

such status, can be carried out without causing or 

threatening serious injury to the domestic industry 

producing the like or directly competitive article; 

and

(Hi) only if between the date of delivery of 

the agreement to the Senate and to the House of Repre 

sentatives and the expiration of the 120-day period 

referred to in this section, neither the Senate nor 

the House of Representatives has adopted a resolution, 

by an affirmative vote of the yeas and nays of a majority 

of the authorized membership of that house, stating 

that it disapproves of the agreement. For purposes 

of this subsection, in the computation of the 120-day 

period, there shall be excluded the days on which either 

house is not in session because of adjournment of more 

than three days to a day certain or an adjournment of 

the Congress sine die. The notices referred to in this 

subsection and the documents referred to in this subsection 

shall be delivered to both houses of the Congress on 

the same day and shall be delivered to the Clerk of 

the House of Representatives if the House of Representa 

tives is not in session and to the Secretary of the 

Senate if the Senate is not in session."
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SEC. 112. ADVICE FROM DEPARTMENT
SEC. 113. PUBLIC HEARINGS
SEC. 114. PREREQUISITE FOR OFFERS

These provisions of the Administration bill undertake to 

describe sources of advice to the President other than the Tariff Coitmission 

in regard to the items to be considered the subject of negotiations in 

a trade agreement. They carry forward the substance of the 1962 Act's 

approach in which the public was given the opportunity to present views 

to an agency which conducted public hearings. The views could relate 

either to the advisability of making trade agreement concessions on listed 

articles or, alternatively, the advisability of including in the negotia 

tions articles which are not listed.

The difficulty with the 1962 Act's procedure, however, is 

that these hearings were conducted by comparatively low level officials 

of the Executive Departments who were not themselves responsible for 

recommending to the President the articles on which he should act and 

the extent of the concessions which he should grant or seek. Further, 

the 1962 Act's procedure had the additional shortcoming that it did not 

involve in the public hearings the persons who would comprise the delegation 

of U. S. negotiators who would in fact carry on the trade agreement negotia 

tions for the President. All that the President or these policymaking 

and negotiating persons would receive was a summary of what was presented 

at the public hearings. That summary itself was prepared by persons who 

essentially were clerks, not policymakers, and certainly not negotiators.

The result was that the views presented had very little impact 

on the judgment of those making the recommendations to the President, upon
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the President himself in authorizing the scope of the negotiations, and 

upon the persons conducting the negotiations. In short, the elaborate 

procedure and time-consuming effort devoted to these public hearings were 

essentially a sham which kept a great many people very busy but served 

little or no useful purpose so far as having an impact on the negotiations.

Accordingly, a somewhat more refined approach is called for 

than that set forth in the Administration bill. It is recommended that 

Sections 112 to 114 of the Administration bill be revised and renumbered 

as follows:

"SEC. 113. CONSIDERATION OF VIEWS OF INTERESTED MEMBERS 
OF THE PUBLIC BY THE PRESIDENT. (a) In connection with any 

proposed -trade agreement, the President shall afford an oppor 

tunity for any interested person to present his views concerning 

any article on lists forwarded by him to the Tariff Commission 

pursuant to sections 111 -and 112, any article which should be 

so listed, any concession which should be sought by the United 

States, or any other matter relevant to such proposed trade 

agreement. For this purpose, the President shall designate 

an agency or an interagency committee-which shall, after 

reasonable notice, hold public hearings, shall prescribe 

regulations governing the conduct of such hearings, and shall 

furnish the President with a summary of such hearings. The 

members of such agency or interagency committee holding such 

hearings shall include as members of the hearing panel the 

persons charged by the President with the responsibility of 

recommending to him the articles which should be the subject 

of offers referred to in sections 111 and 112, and those 

persons who shall comprise the Vnited States delegation for
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the conduct of the negotiations for such proposed trade 

agreement.

"(b) Section 241(b) of the Trade Expansion Aat of 

1962 is amended to read as follows:

' (b) The Special Representative for Trade 

Negotiations shall, in the performance of his functions 

under subsection (a), seek information and advice 

with respect to each negotiation from representatives 

of industry, agriculture, and labor, and from such 

agencies as he deems appropriate. In addition, the 

Special Representative shall accredit representatives 

selected by each industry whose products are like or 

competitive with the imported articles which are the 

subject of trade agreement negotiations and from the 

labor organizations representing the workers in such 

industries, as advisers to the United States delegation 

for such trade agreement negotiations. The Special 

Representative shall accord such accredited representa 

tives full opportunity to advise and consult with the 

United States negotiators during the course of such 

negotiations. The Special Representative and his 

delegates, including the United States negotiators 

of such trade agreements, shall give full consideration 

and due weight to the advice of such accredited 

representatives. '

"(a) Before any trade agreement is entered into under 

sections 101 or 103, the President shall seek information and 

advice with respect to each agreement, and with particular 

reference to articles which he intends to make the subject 

of negotiations under any such agreement, from the Cabinet 

agencies of the Government as follows: with respect to agri 

cultural products, from the Department of Agriculture; with
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respect to manufactured articles, from the Department of 

Commerce; with respect to mineral products, from the Department 

of the Interior; with respect to the impact of proposed trade 

agreement concessions on working men and women, from the 

Department of Labor; with respect to the probable impact 

of proposed modifications on the Nation's defense capabilities, 

from the Department of Defense; and with respect to the probable 

impact of proposed concessions on the Nation 's balance of 

trade and payments, from the Department of the Treasury.

"(d) Whenever the President, the Special Representative 

for Trade Negotiations, the U. S. Tariff Commission, or the 

Secretary of any Cabinet agency designated to give advice to 

the President under the provisions of this Act seeks advice 

from representatives of industry, labor, and agriculture con 

cerning United States negotiating objectives and bargaining 

positions in specific product sectors prior to entering into 

a trade agreement, whether in the prenegotiation or negotiating 

phases of activity related to the trade agreement, the meetings 

of such industry, labor, or agricultural representatives as 

a group shall be exempt from the requirements relating to open 

meetings and public participation contained in section 10(a)(l) 

and (S) of the Federal Advisory Committee Act.

"SEC. 114. PREREQUISITE FOR OFFERS. (a) In any negotia 

tions seeking an agreement under sections 101 or 103 of this 

Act, the President may make an offer for the modification of 

duties or other import restrictions, the continuance of existing 

customs or excise treatment, the modification of methods of 

customs valuation, the modification of methods for establishing 

the quantities on which assessments of duty are made, the modifi 

cation in requirements for marking of imported articles so as 

to disclose the country of origin to the ultimate purchaser, or 

the modification of domestic law alleged by the principal supplying
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country or acknowledged by the President to be a nontariff 

barrier to U. S. imports of such articles, and he shall 

propose in such trade agreement the imposition of additional 

import restrictions, the increase of -import duties, or the 

modification of domestic law which would have as its tendency 
an increase in the import-limiting effect of such law only 

after he has received a surmary of the hearings at which an 

opportunity to be heard with respect to such articles has been 

afforded under section 113. In addition, the President nay 

make such an offer or proposal in any such negotiations only 

after he has received advice concerning such articles from 

the Tariff Commission under section 111, or after the expira 

tion of the relevant six-month period provided for in that 

section, whichever first occurs. If the Commission's report 

is received subsequent to the expiration of the relevant 

six-month period, and the President has not at the time of 

such receipt changed his position with respect to the content 

of offers, he shall, notwithstanding the six-month limitation 

previously expressed, give full consideration to the findings 

and other information contained in the Commission 's report to 
the same extent and subject to the same obligations for reporting 

to the Congress specified in sections 111 and 112 as if the 

report had been received within the relevant six-month period.

"(b) As soon as practicable after a trade agreement 

has been entered into pursuant to sections 101 or 103, and 

prior to its being placed into effect by proclamation or order 

of the President, the President shall transmit a copy of such 

trade agreement to each house of the Congress together with a 

statement in the light of the report and findings of the Tariff 

Commission under sections 111 and 118, and of the advice which 

he has received from the Cabinet agencies under section 113, 

and in the light of the views which were submitted by interested
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members of the public in the hearings provided for that 

purpose under seat-ion 113, and of any other relevant con- 

eiderationS; of hie reasons for entering into the agreement 

and for proposing to implement it by the issuance of his 

proclamation or order to that end. "

TITLE II - RELIEF FROM DISRUPTION CAUSED BY FAIR COMPETITION 

CHAPTER 1 - SiPORT RELIEF

In this portion of the bill, the Administration undertakes what 

it considers to be a reform of the procedures and criteria which would 

enable the President to assist domestic industries and workers to adjust 

to injury from increased imports. The public statements of the President 

and his representatives on this topic indicate that from a policy point 

of view, the intent of the Administration to provide relief to domestic 

industries is very narrowly circumscribed.

It is said that relief would be extended to industries which 

suffer injury from sudden and massive increases in import volume such 

that it is difficult for the industry to adjust and to avoid the full 

Impact of this sudden increase. The theory underlying the Administration's 

position is, evidently, that relief will not be granted to domestic 

industries that are injured by a steady increase in imports of like 

or directly competitive products; rather, such industries are expected 

to transfer their resources into other lines of production so as to 

avoid such injury. The simple notion underlying this position is that 

the areas of systematic import injury are so limited and so narrowly 

defined that it will be a matter of comparative ease for any domestic
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manufacturing concern or group of concerns representing an industry to 

escape the injurious impact of steadily increasing imports by simply 

moving into some other line of production.

As a corollary to this notion, Administration spokesmen speak 

of the ability of technologically intensive industries to compete and 

the necessity for labor-intensive industries to increase their capital 

investment in technology so as to be able by shifting into technologically 

intensive fields to surmount the danger of destructive import injury. 

Thus, the Administration does not in fact intend to regulate import competi 

tion through the selective adjustment of tariff levels in a manner that 

would enable efficiently conducted American industries, saddled with the 

costs inherent in the American standard of living, to continue to produce 

goods that are adversely impacted by steadily rising volumes of imports.

SEC. 201. INVESTIGATION Bf TARIFF COMMISSION

The true significance of the Administration's proposals 

concerning import relief is seen in the language used in Section 201; 

viz. , Section 201(a)(l) refers to import relief "for the purpose of 

facilitating orderly adjustment to import competition" and requires a 

petition for relief to include a statement of "the specific purpose for 

which import relief is being sought, which may include such objectives 

as facilitating the orderly transfer of resources to alternative employment 

and other means of adjustment to new conditions of competition." This 

language is quite direct in transmitting the Administration's intention 

not to favor any form of relief for industries where existing conditions
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of competition created by trade agreement concessions in the past have 

stimulated imports to the extent that at present or in the foreseeable 

future serious injury will occur to the industry and its workers regard 

less of their relative efficiency as judged by contemporary management 

and production technology applicable to their line of product.

A further indication of the paucity of intention so far as 

assisting domestic industries and workers in this context is concerned 

is supplied in subsection (b)(l) of Section 201 of the Administration bill. 

There the key test which must be applied by the Tariff Commission in an 

investigation is stated as "whether an article is being imported into 

the United States in such increased quantities as to be the primary cause 

of serious injury, or the threat thereof, to the domestic industry producing 

articles like or directly competitive with the imported article."

The key words here are "the primary cause." Evidently it is 

hoped by the draftsmen of the bill that some notion will be generated that 

the conditions for relief are being relaxed by changing the language from 

the requirements of the Trade Expansion Act of 1962. Section 301(b)(l) 

of that Act requires a determination by the Commission that as a result 

"in major part" of concessions granted under trade agreements, an article 

is being imported in such increased quantities as to cause or threaten 

serious injury to a domestic industry. As specified in paragraph (3) 

of that subsection, increased imports shall be considered to cause or 

threaten serious injury when the Commission finds that they have been 

"the major factor" in causing or threatening such injury.
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2132

It is true that the omission of the preliminary requirement 

of showing that increased imports are due "in major part" to concessions 

granted under trade agreements will eliminate one of the bases upon 

which the Commission has frequently denied relief to domestic industries, 

firms, and workers seeking relief under the Tariff Adjustment and Other 

Adjustment Assistance Title of the 1962 Act. But a significant stumbling 

block in these cases has also been the necessity for the petitioner to 

prove that the increased imports have been "the major factor" in causing 

or threatening serious injury. Shifting from a conceptual test of "the 

major factor" to "the primary cause" is virtually a distinction without 

a difference.

The new test in the Administration's bill will still require 

the petitioner to carry the burden of sorting out of a number of economic 

circumstances which contribute to a state of injury the solitary effect 

of increased imports in a quantitative array which denominates the 

causation flowing from increased imports as being more important and 

more significant than any other cause. In practical terms this is extremely 

difficult to do, not only because of the inherent, difficulty of isolating 

imports out of a galaxy of economic forces which at any moment of time 

coalesce to produce an effect upon the pace of economic activity of a 

particular industry, but also because of the freedom of the six individuals 

who at any moment of time fill the positions of Tariff Commissioners to 

place their own interpretation upon the quantitative and qualitative 

requirements of proof to denominate increased imports as the primary 

cause.
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The "primary cause" test could scarcely be met in view 

of the instructions contained in subsection (b), paragraph 3, which 

directs that in making its determination regarding primary cause, the 

Tariff Commission is obliged to take into account all factors it con 

siders relevant, including the extent to which "current business conditions 

within the industry" may have contributed to the competitive difficulties 

which the firms in the industry have been experiencing.

This particular instruction to the Commission requires it 

to chase the facts in an endless circle. The effect of increased imports 

on market conditions and on the outlook of businessmen with respect to 

capital investment, research and development, and vigorous sales efforts 

is so significant that "current business conditions" would oftentimes 

be significantly influenced by the impact of imports - yet the bill 

appears to hold "current business conditions" out as something separate 

and distinct from the impact on the industry of increased imports!

In order to correct these deficiencies in the concept of 

the Administration's trade bill concerning the scope of the Tariff Commis 

sion's investigation in cases of import relief, it is recommended that 

Section 201 be revised to read as follows:

"SEC. 201. INVESTIGATION BJ TARIFF COMMISSION.   

(a)(1) A petition for eligibility for import relief may be 

filed with the Tariff Commission by a trade association, 

firm, certified or recognized union, or a group of workers, 

which is representative of an industry.

"(2) Whenever a petition is filed under this 

subsection, the Tariff Commission shall transmit a copy
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thereof to the Special Representative for Trade negotiations 

and the agencies direotly concerned.
"(b)(1) Upon the request of the President or the 

Special Representative for Trade Negotiations, upon resolu 

tion of either the Committee on Finance of the Senate or 
the Committee on Ways and Means of the House of Representatives, 
upon its own motion, or upon the filing of a petition under 
subsection (a)(1), the Tariff Commission shall promptly make 
an investigation to determine whether an article is being 
imported into the United States in such increased quantities 
as to cause or contribute to serious injury, or the threat 
thereof, to the domestic industry producing articles like 
or directly competitive with the imported article, or to its 
workers.

"(2) In each investigation under this subsection 
in which it is requested to do so pursuant to the petition, 
request, or resolution referred to in subsection (b)(l), or 
on its own motion, the Tariff Commission shall determine whether 
there exists a condition of market disruption as defined in 
subsection (f) below. If the Tariff Commission finds serious 
injury, or the threat thereof, a finding of market disruption 
shall constitute prima facie evidence that increased quantities 
of imports of the like or directly competitive article have 
caused or contributed to such injury or threat thereof.

"(a) In the course of any proceeding under subsection (b), 
the Tariff Commission shall, after reasonable notice, hold 
public hearings and shall afford interested parties an oppor 
tunity to be present, to present evidence, and to be heard 
at such hearings. Absent illness or other incapacity, it 
shall be the duty of each member of the Commission to be 
present throughout the course of such public hearings.
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"(d)(l) The Tariff Commission shall report to the 

President its findings under subsection (b) and the basis 

therefor, and include in each report any dissenting or 

separate views. The Cormission shall determine the extent 

to which an increase in the tariff, or the imposition of 

quotas, or both, are required to correct such injury or 

threat thereof. The Commission shall also furnish to the 

President along with its report a transcript of the hearings 

and any briefs which may have been submitted in connection 

with each investigation.

"(2) The report of the Tariff Commission of its 

determination under subsection (b) and of the amount of tariff 

increase, imposition of quotas, or both, which is required 

to correct serious injury or the threat thereof, shall be 

made at the earliest practicable time, but not later than 

three months after the date on which the petition is filed 

lor the date on which the request or resolution is received 

or the motion is adopted, as the case may be), unless prior 

to the end of the three-month period the Tariff Commission 

makes a finding that a fair and thorough investigation cannot 

be made within that time and publishes its finding in the 

Federal Register. In such oases, the period within which 

the Tariff Commission must make its report shall be extended 

by three months.

"(3) Upon making its report to the President, the 

Tariff Cor/mission shall also promptly make it public (with 

the exception of information which the Commission determines 

to be confidential) and have a summary of it published in the 

Federal Register.

"(e) No investigation for the purposes of this section 

shall be made with respect to the same subject matter as
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 involved in a previous investigation under this section 
unless one year has elapsed since the Tariff Commission 
made its report -to the President of the results of such 
previous investigation.

"(f) For the purposes of this section, a condition 
of market disruption shall be found to exist whenever a 
showing has been made that imports of a like or directly 
competitive article are substantial, that they are increasing 
rapidly both absolutely and as a proportion of total domestic 
consumption, and that they are offered at prices either 
substantially below those of comparable domestic articles 
or at prices approximately the same as those of comparable 
domestic articles which have been.depressed to that level 
due in whole or part to the pressure of the prices of the 
imported article.

"(g) Any investigation by the Tariff Commission under 
subsection (b) of Section 301 of the Trade Expansion Act 
of 1962 (as in effect before the date of the enactment of 
this Act) which is in progress immediately before such date 
of enactment shall be continued under this section in the 
same manner as if the investigation had been instituted 
.originally under the provisions of this section. For purposes 
of subsection (d)(2), the petition for any investigation to 
which the-preceding sentence applies shall-be treated as 
having been filed, or the request or resolution as having 
been received, or the motion having been adopted, as the 
case may be, on the date of the enactment of thie Act.

"(h) If, on the date of the enactment of this Act, 
the President had not taken any action with respect to any 
report of the Tariff Commission containing an affirmative 

. determination resulting from an investigation taken by it 
pursuant to section 301(b) of the Trade Expansion Act of
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1962 (as in effect before the date of the enactment of thie 

Act), such report shall be treated by the President as a 

report received by him under this section on the date of 

the enactment of this Act. "

SEC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS 
SEC. 203. IMPORT RELIEF___________________

These sections of the Administration bill set forth the options 

available to the President following his receipt of a report from the 

Tariff Commission containing an affirmative finding that increased imports 

have caused serious injury to a domestic industry. The bill in its present 

form carries out the policy notions previously discussed in which it is 

the apparent intention of the Administration not to make available relief 

from injurious imports to a domestic industry in the form of increased 

tariffs or the imposition of quotas except in the singular circumstance 

in which a sudden surge of imports temporarily prevents an industry from 

"adjusting" to the effect of the increased competition.

For the reasons discussed in connection with Section 201 of 

this Chapter, this policy concept is unsound. The data presented to the 

^Committee by the Trade Relations Council demonstrates that import injury 

already exists or is significantly threatened to a broad cross section 

of American manufacturing industries. In harmony with the President's 

assurance that this trade bill is intended by him to give a "fair shake" 

to American workers - all American workers - it is necessary that Sections 202 

and 203 be revised to align them to the concept of the recommended revisions 

in Section 201 above. Accordingly, it is recommended that Sections 202 

and 203 be revised to read as follows:
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"SBC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS.  

(a) After receiving a report from the Tariff Cormission con 

taining an affirmative finding that increased imports have 

been the cause of or have contributed to serious injury or 

threat thereof under section 201(d) with respect to an industry, 

the President shall -

(1) provide import relief for such industry in 

accordance with section 203; and

(2) direct the Secretary of Labor to give expeditious

consideration to petitions for adjustment assistance for

workers in the industry concerned.

"(b) Within SO days after receiving a report from the 

Tariff Commission containing an affirmative finding under 

section 201(b), the President shall publish a proclamation 

providing import relief pursuant to section 203; provided that, 

in the event the Tariff Commission was equally divided in its 

finding, the President shall act within 120 days. If the 

President does not favor the grant of the relief determined 

to be necessary by the Tariff Commission, he shall nevertheless 

take such action but simultaneously with his proclamation 

making such relief effective, submit a report to the House 

of Representatives and to the Senate stating the considerations 

on which his views are based.

"(c) The President may, within 45 days after the date 

on which he receives an affirmative finding of the Tariff 

Commission under section SOI(b) with respect to an industry, 

request additional information from the Tariff Commission. 

The Tariff Commission shall aa soon as practicable, but in 

no event more than 60 days after the date on which it receives 

the President's request, furnish additional information with 

respect to such injury in a supplemental report. For purposes 

of subsection (b), the date on which the President receives
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euoh supplemental report shall be treated as the date on 

which the President received the affirmative finding of 

the Tariff Commission.

"SEC. 203. IMPORT RELIEF.  (a) If the Tariff Commis 

sion makes a determination of serious injury or the threat 

thereof -

(1) the President shall issue a proclamation 

providing for the increase in, or imposition of, any 

duty or other import restriction.on the article causing 

or threatening to cause serious injury to such industry 

as found by the Commission to be necessary to remedy 

such injury or threat thereof; and

(2) within 180 days of the Commission's report, 

the President may negotiate orderly marketing agreements 

with foreign countries which when made effective by 

proclamation by the President will limit the export 

from foreign countries and the import into the United 

States of the article causing or threatening to cause 

serious injury to such industry consistent with the 

limitations on imports found by the Commission to be 

appropriate to remedy the serious injury or threat 

thereof to the domestic industry.

"(b) Import relief provided pursuant to subsection (a) 

shall become initially effective no later than 60 days after 

the President 's proclamation is published providing for such 

import relief, except that the applicable period within which 

import relief shall be initially provided shall be ISO days 

if the President announces at the time of his proclamation his 

intent to negotiate one or more orderly marketing agreements 

pursuant to subsection (a)(2) of this section.

"(c) In order to carry out an agreement concluded under 

subsection (a)(2), the President is authorized to issue regula 

tions governing the entry or withdrawal from warehouse of
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articles covered by such agreement. In addition, in order 

to carry out one or more agreements concluded under subsec 

tion (a)(2) among countries accounting for a significant 

part of United States imports of the article covered by such 

agreement, the President is also authorised to issue regula 

tions governing the entry or withdrawal from warehouse of 
the like articles which are the product of countries not 

parties to such agreement.

"(d) Whenever the President has acted pursuant 

to subsection (a)(l) or (2), he may at any time thereafter 

while such import relief is in effect, negotiate orderly 

marketing agreements with foreign countries, and may, upon 

the entry into force of such agreements, suspend or terminate, 

in whole or in part, such other actions previously taken; 
provided that, the limitations on exports from foreign coun 

tries and imports into the United States of the article causing 

or threatening to cause serious injury, which is the subject 

of the import relief, are consistent with the limitations 

on imports found by the Tariff Commission to be appropriate 

to remedy the serious injury or threat thereof to the affected 
domestic industry.

"(e) (1) So long as any import relief pursuant to this 

section (including any orderly marketing agreements) remains 
in effect, the Tariff Commission shall keep under review 
developments with respect to the industry concerned and upon 

request of the President shall make reports to the President 
concerning such developments.

"(2) Annually, the Tariff Commission shall report 

to the President its findings as to the probable economic 
effect on such industry of a termination of the import relief 

as well as the progress and specific efforts made by the firms 
in the industry concerned to adjust to import competition 

during the period of the Tariff Commission 'e review.



2141

"(3) Advice by the Tariff Commission under sub 
section (e) shall be given on the basis of an investigation 
during the course of which the Tariff Commission shall hold 
public hearings at which interested persons shall be given 
a reasonable opportunity to be present, to produce evidence, 
and to be heard."

CHAPTER 2 - ADJUSTMENT ASSISTANCE FOR WORKERS

This chapter of the Administration's bill carries forward the 

system under which workers made unemployed or underemployed by increased 

imports were, upon a finding of serious injury caused by increased imports, 

made eligible for certain benefits in the form of extended unemployment 

compensation and retraining allowances. This is the notion of "adjustment 

assistance" which was enacted into law for the first time in the Trade 

Expansion Act of 1962. Roughly one-half of the workers who have peti 

tioned for such assistance have been successful in securing it in proceed 

ings held by the Tariff Commission and the Secretary of Labor.

The vice of this remedy is that it accepts as a matter of 

principle that the President's authority to negotiate trade agreements 

and subsequent to their negotiation, to enforce U. S. rights under such 

trade agreements, will be used in.such manner as necessarily to cause the 

loss of American jobs. American working men and women prefer to have a 

job at which they can be gainfully employed rather than to receive extended 

payments from the Government for not working due to causes created by 

the Government.
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While an argument can be made for the fact that workers who 

have been displaced by Governmental action should receive special assistance 

from the Government, the argument proves too much because it accepts as 

inevitable the proposition that authority delegated to the President for 

the purpose of benefiting "all American workers" must somehow be used 

so as to destroy the means of livelihood of substantial numbers of workers. 

The very existence of this authority acts as a soporific upon the conscience 

of those members of the Executive Branch of the Government who exercise 

the authority to negotiate trade agreements and to apply a variety of 

remedies which are designed to enforce U. S. rights under trade agreements.

The sad fact is that the manner in which the trade agreements 

authority has been used, particularly since World War II, is most unfortunate 

because it has seriously invaded the capability of a broad cross section 

of industry to maintain investment and employment for the production of 

manufactured goods in the United States. In this testimony, the Trade 

Relations Council is recommending revisions in the Administration's trade 

bill which by their nature would safeguard against the excesses in trade 

agreement negotiations committed by past Administrations, while requiring 

a more forthright and zealous enforcement of U. S. rights under existing 

trade agreements.

A period of time will be required under the authority of the 

bill as amended pursuant to the Council's recommendations for the United 

States to move from its present position of peril resulting from the unwise 

tariff concessions granted in the past to a position of strength in which 

it exacts fully reciprocal trading opportunities from the nations that are
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the beneficiaries of u. S. tariff concessions and the vigorous enforce 

ment of such U. S. rights through the use of the variety of remedies 

which have been provided to the President to counteract discrimination 

and the impairment of U. S. trade agreement rights. During this period 

of transition it will be the unfortunate fact that many workers will 

continue to be injured by increased imports. Accordingly, the adjustment 

assistance program for workers needs to be continued in operation during 

the transition period from the type of trade agreements program we have 

experienced in the past to the more meaningful type of program which 

would result from the adoption of the amendments offered by the Council 

to the Administration's bill. Therefore, the Council offers no recommenda 

tions for change in Chapter 2 of Title II of the bill.

TITLE III - RELIEF FROM UNFAIR TRADE PRACTICES 

CHAPTER 1 - FOREIGN IMPORT RESTRICTIONS

Section 301 of the bill evidently is intended to consolidate 

the type of authority now provided to the President under section 338 of 

the Tariff Act of 1930, as amended, and section 252 of the Trade Expansion 

Act of 1962.

In point of fact, the President has been in the possession of 

extensive authority to act against foreign countries who maintain unjusti 

fiable or unreasonable tariff or other import restrictions which impair 

the value of trade concessions secured by the United States in past trade 

agreements, or who engage in discriminatory or other acts which are unjusti 

fiable or unreasonable and which burden or restrict United States commerce.
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Section 338 specifically authorizes the President to declare 

new and additional duties on articles produced by foreign countries 

that discriminate against the commerce of the United States, either 

directly or indirectly, in such manner as to place the commerce of the 

United -States at a disadvantage compared with that of any foreign country.

That provision of law also authorizes the President, whenever 

he finds as a fact that any foreign country places any burden or disadvan 

tage on the commerce of the United States by any unequal impositions or 

discriminations, by proclamation to declare new or additional rates of 

duty to offset such burden or disadvantage not to exceed 50% ad valorem 

or its equivalent on any articles imported from such country.

Section 338 also has a unique remedy that enables a President 

whenever he finds as a fact that any foreign country discriminates against 

the commerce of the United States in such manner that an industry in any 

third foreign country is benefited, or whenever the President determines 

that new or additional duties within the 50% ad valorem limit previously 

mentioned do not effectively enable him to remove such discrimination, he 

may by proclamation declare new or additional rates of duty equal to 50% 

ad valorem on the importation from any foreign country of such articles, 

not merely from the offending foreign country, thus shortstopping third 

countries from receiving the benefits indirectly of discrimination against 

U. S. commerce.

The Tariff Commission is directed to ascertain and remain 

informed concerning any discriminations against the commerce of the United 

States so as to facilitate the President's use of this authority.
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He has never used it, nor attempted to use it, notwithstanding 

its plenary scope in dealing with actions of other countries which burden 

or discriminate against the commerce of the United States.

Furthermore, section 252 of the Trade Expansion Act of 1962 

now empowers the President to suspend, withdraw, or prevent the application 

of trade agreement concessions to products of any country which maintains 

nontariff trade restrictions which burden United States commerce in a 

manner inconsistent with trade agreements, or which engages in discrimi 

natory or other acts which unjustifiably restrict U. S. commerce. This 

authority has never been invoked by the United States.

Furthermore, section 252(c) gives the President the power to 

act against countries that maintain unreasonable import restrictions which 

either directly or indirectly substantially burden United States commerce, 

by withdrawing or suspending the benefit of trade agreement concessions 

to the products of such countries.

While one of the subsections of Secton 252 - namely, subsec 

tion (a)(3) - also provides similar authority directed specifically 

against countries that maintain import restrictions against United States 

agricultural products, the sections already referred to contain sufficient 

authority for the President to proceed against nonagricultural product 

discriminations.

The United States has absolutely no experience by which to 

judge whether or not the provisions of section 252 are effective or 

ineffective in removing restrictions against U. S. exports. It has been 

suggested by an Administration spokesman that withdrawing the benefit
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of past tariff concessions from an offending country might not be 

effective because some of the statutory rates are comparatively low 

and, therefore, would not be as effective as if the President were 

empowered to impose even higher rates of duty against offending countries. 

This is a specious argument and comes with little credibility from 

foreign trade policy spokesmen who oftentimes refer to the statutory 

rates (the so-called "Smoot-Hawley" tariff) as being so high as to 

virtually constitute an embargo against imports.

The Trade Relations Council is opposed to the enactment 

of Chapter 1 of Title III because such action would seem to accept as 

valid the notion advanced by Administration spokesmen that the President 

has lacked the authority effectively to deal with unreasonable burdens 

imposed against U. S. exports in violation of U. S. trade agreement rights 

Since the opposite is in fact the case, there is no necessity for the 

enactment of still additional authority, when that already on the books, 

adequate to the job at hand, has never been invoked.

Chapter 1 of Title III should be deleted from the bill.

CHAPTER 2 - ANTIDUMPING DUTIES

SEC. 310. AMENDMENTS TO TEE ANTIDUMPING ACT OF 1921

In this section of the Administration bill an effort is made, 

in part procedural and in part substantive, to make improvements in the 

operation of the Antidumping Act. Some of the revisions proposed by the 

Administration bill are ill-advised and ought not to be adopted. This 

description applies to the attempt by the Administration to require the
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Secretary of the Treasury and the Tariff Commission in their respective 

jurisdictions in administering the Act to make their determinations 

pursuant to a hearing on the record in which the contents of the record 

available for use by the Secretary and the Commission are specifically 

limited to the transcript of the hearing and papers filed in connection 

with the investigation. This feature of the bill evidently is presented 

in an attempt to create a specific record which would be subject to 

judicial review, though the hearings themselves are declared by the 

bill to be exempt from the Administrative Procedure Act.

The fact that the bill at Section 310(b}(4) exempts the 

hearings specified from the provisions of the Administrative Procedure 

Act indicates that it is the intention of the draftsmen to subject the 

determinations of the Secretary and the Tariff Commission to judicial 

review pursuant to the review provisions of the Administrative Procedure 

Act, 5 U.S.C. § 702.

The provisions of the bill in attempting to describe the nature 

of the hearing to be conducted by the Secretary and the Tariff Commission 

prior to making a determination are not objectionable, but the further 

provision in subsection (b)(2) in undertaking to limit the determination 

of the Secretary or the Commission to a record composed of specified 

elements including the transcript of the hearing and papers filed in 

connection with the investigation is objectionable because it fails to 

understand the nature of the administrative procedure which has developed 

for determinations which must be made under the Antidumping Act.

96-006 O - 73 - pt. 7 - 11
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For example, the Tariff Commission takes into consideration 

not only the transcript of the public hearing and the exhibits filed 

in connection with the hearing, but also a report by its staff based 

upon field visits by the staff to domestic producers and importers and 

purchasers of articles involved in antidumping cases, an analysis by the 

staff of the information submitted by interested parties in the Tariff 

Commission's confidential questionnaires, and a report by the staff of 

all of the information presented to the Commission for consideration 

by the members of the Commission.

It is believed by the Trade Relations Council that the 

Tariff Commission would be unduly handicapped in its investigations 

and in making its determinations if it were to be limited to the type 

of record which is specified in the bill.

Of even greater importance is the disadvantage connected 

with subjecting the decisions of the Secretary and the Tariff Commission 

to judicial review. The nature of antidumping proceedings is such that 

if dumping is occurring, the injury to the industry can be so substantial 

that a prompt remedy is required. Indeed, the Administration appears to 

recognize this point by putting specific time limits on the period within 

which the Secretary and the Commission must make their respective decisions.

If judicial review were to be made available for parties 

aggrieved by the determination of the Secretary or of the Tariff Commission, 

it would inevitably result that every party who is dissatisfied because 

he loses the case before the Treasury Department would pursue judicial 

review, and this would delay the commencement and completion of the
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Tariff Commission investigation, since if a court were to overturn the 

Treasury Department's determination, any investigation by the Commission 

would have proved to be fruitless. Similarly, the losing party before 

the Tariff Commission would be expected to take an appeal, and this 

would involve personnel of the Commission in the judicial review effort 

as well as delay considerably the availability of relief to the domestic 

industry injured by the dumping.

Accordingly, the Trade Relations Council opposes subsection (b) 

of Section 210 of the Administration bill in its entirety.

Subsection (a) of Section 310 is concerned with amendments 

of Section 210(b) of the Antidumping Act to the extent necessary to impose 

a specific time limit on the Secretary of the Treasury for the handling 

of an antidumping investigation.  

The Trade Relations Council does not take exception to the 

imposition of such time liirits. However, in the course of setting forth 

how the language of Section 20T(b) of the Act would be amended, the Admin 

istration bill in paragraph (2) would explicitly make the withholding 

of appraisement on import entries of merchandise subject to a preliminary 

determination of sales at less than fair value effective on and after the 

date of the publication of the notice of withholding in the Federal Register. 

Presently the Antidumping Act permits the Secretary to make the withholding 

of appraisement retroactive to a date 120 days prior to the filing of the 

antidumping complaint. For many years this was the practice, and this 

retroactive feature served to include in the withholding of appraisement 

those imports which were entered for consumption during the period of time
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close enough to the commencement of the investigation to have been part 

of the subject matter of the dumping.

It is obvious that dumping does not commence on the date a 

complaint is filed about the dumping. On the contrary, the dumping has 

been in existence and practiced for a period of time, and this brings 

the attention of the domestic industry to the fact of dumping and leads 

to the gathering of facts by the domestic complainant and the filing of 

the complaint. Obviously, dumping has been going on for a period of months 

prior to the filing of the complaint.

When the Treasury Department's investigation results in a 

tentative determination that the imported article is indeed being sold 

at less than fair value, it is just and fair that the withholding of 

appraisement notice be retroactive for a period of four months prior to 

the filing of the complaint because that brings within the scope of the 

action the full course of the unfair competition by the foreign producers.

This Administration has as a matter of practice limited the 

withholding of appraisement to entries made on and after the date of the 

publication of its notice, thus exonerating all of the imports sold at 

dumping prices prior to the date of such notice.

Accordingly, it is recommended that Section 310(b)(2) of the 

Administration 'a trade bill (at page 48) be amended by deleting from 

lines 20 to 25 the language beginning with the words "on or after the 

date of publication of that notice" on lines 20 and SI, and extending 

down through the words "the effective date of the withholding shall be" 

on lines 24 and 25. As thus amended, the language of the cited paragraph
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would provide that the withholding of appraisement would apply to 

merchandise entered for consumption not more than 120 days before 

the question of dumping was raised by or presented to the Secretary.

The most significant provisions of the Administration's 

trade bill in connection with amendments to the Antidumping Act are 

contained in Section 310(c) and (d) in which technical revisions are 

made in the definition of two key terms used in the administration of 

the Act; namely, "purchase price" and "exporter's sales price."

The Trade Relations Council agrees in part and disagrees 

in part with the amendments which the bill would make in those definitions. 

The purpose of both definitions is to identify the price applicable to 

the imported goods which is to be compared with the home market price 

in the key determination of whether the goods sold for export to the 

United States are being or are likely to be sold at less than their fair 

value. Thus, it is important that there be removed from the transaction 

price any increments which do not pertain to the merchandise itse'lf.

In the present statutory definition of "purchase price," a 

number of factors are specified for addition to the transaction price; 

namely, the cost of packing, the cost of any export tax imposed by the 

country of exportation, and the amount of any import duties imposed by 

the country of exportation which have been rebated or not collected by 

reason of the exportation of the merchandise, and similarly the amount 

of any tax imposed by the country of exportation on the manufacture of 

the goods which has been rebated because of the exportation of the 

merchandise.
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To some extent these present statutory mandatory additions 

to the purchase price are contradictory of the central purpose of the 

Antidumping Act. By requiring that there be added to the transaction 

price, tax or duty charges which in fact have been rebated to the manu 

facturer, the present statute calls for an artificial increase in the 

transaction price by increments which do not in fact represent costs 

incurred by the foreign producer. The result of increasing purchase 

price is to diminish the margins of sales at less than fair value which 

otherwise exist.

Subsection (c) of Section 310 of the Administration's bill 

makes one helpful amendment in the definition of'purchase price" but adds 

two nonhelpful amendments so that on balance the attempt of the bill 

to straighten out the definition of "purchase price" would place the 

law in a worse condition than it is at present.

The helpful amendment would be as set forth in lines 15-18, 

page 52 of the bill, to require a deduction from the transaction price 

of the amount, if included in such price, of any export tax imposed by 

the country of exportation on the exportation of the merchandise to the 

United States. That is a good amendment and consistent with the central 

logic of the Antidumping Act.

The bill, however, then detracts from the beneficial effect 

of that amendment by the further requirement that there be added to the 

transaction price the amount of any import duties imposed by the country 

of exportation which have been rebated or not collected by reason of the 

exportation of the merchandise to the United States. If the foreign
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producer has in fact been spared the expense of import duties on manu 

factured goods used in the production of the article exported to the 

United States, what logic is there in requiring the artificial addition 

to the transaction price of the theoretical amount of duties that could 

have been collected but were not? The remission or noncollection of the 

duties is a type of subsidy granted to the foreign manufacturer.

The Antidumping Act as a remedy should be equal to reaching 

such an increment of subsidy when its effect is to permit the foreign 

producer to sell his goods for export to the United States at a lower 

price than that which prevails in his home market. Consequently, the 

language which begins with the word "plus" on line 18 extending through 

the semicolon on line 22 should be deleted.

Similarly, the bill at lines 22-25 on page 52 and on line 1 

through the semicolon on page 53 would require the addition to the 

transaction price of the amount of any taxes imposed on the exported 

merchandise which have been rebated or not collected by reason of the 

exportation. This is a fallacious concept which is contradictory of the 

purpose of the Antidumping Act to offset the margin by which foreign 

merchandise is sold for exportation to the United States at less than its 

fair value as judged by the price in the country of origin. There is 

no logic to requiring the artificial addition to the transaction price 

for export of an amount of taxes which could have been collected but were 

not because of the fact of exportation. Consequently, it is recormended 

that the language beginning with the word "plus" on line 22, page 52, 

and ending with the words "the United States" on line 1, page SS, be 

deleted.
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Subsection (d) of Section 310 1s concerned with amendments 

to the definition of "exporter's sales price" In the Antidumping Act. 

That term refers to an alternative basis for Identifying the price 

applicable to the Imported merchandise which is to be compared with 

prices at which the similar goods are sold in the home market in order 

to make the key determination of whether the export sales are made at 

less than fair value. Where the U. S. Importer is affiliated with the 

foreign producer, the transfer price by which the goods are shipped between 

the affiliated organizations is not a reliable basis for determining 

the true export price of the merchandise. In that event, the law intends 

that there be used the price at which the imported merchandise is resold 

by the importer in the United States market in an arm's length transaction. 

This price is called the exporter's sales price. Its theory is that the 

resale price in the United States market will be subjected to adjustments 

intended to subtract from that price the costs incurred from the time of 

the exportation of the merchandise until the time of its resale in the 

United States market.

The Administration's bill makes two helpful amendments to 

the present statutory definition of "exporter's sales price" but carries 

forward two unacceptable and erroneous concepts as to adjustments in such 

price.

The present statute is silent as to costs which may be incurre 

by the U. S. importer in processing the imported article, following its 

importation and prior to its resale. The Administration's bill construc 

tively adds an amendment to the definition of "exporter's sales price"
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which would require that there be deducted from the price at which the 

imported article is resold in the United States the usual expenses 

incurred in bringing the goods into the United States, the sales commis 

sions incident to its sale in the United States market, the importer's 

general expenses in handling that type of business, and any export tax 

imposed by the country of exportation. To this list of logical deductions 

the bill would add at clause (5) a deduction for the amount of any 

increased value, including additional material and labor, resulting 

from a process of manufacture or assembly performed on or with the use 

of the imported merchandise prior to its resale in the United States.

This is a constructive amendment which will subject to the 

scope of the Antidumping Act merchandise which has heretofore been deemed 

administratively outside of the scope of the Act because it was imported 

by a manufacturer or processor for use in his manufacturing or assembly 

operations. The statute heretofore has been interpreted in such a fashion 

that exporter's sales price was deemed to apply only when the imported 

merchandise was resold in its imported condition, as such.

Illogically, however, the Administration's bill would then 

require that there be added to the transaction price as adjusted the 

amount of any import duties imposed by the country of exportation which 

have been rebated or not collected by reason of the exportation of the 

merchandise to the United States. For the reasons set forth in the 

discussion of the amendments to purchase price* this particular clause 

in the definition of "exporter's salee price" (lines 11-1S, page 54) 

should be deleted.
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Further, the bill pursues the Illogical concept of requiring 

artificial additions to exporter's sales price by specifying at lines 15-19 

on page 54 that there be added to the adjusted transaction price applicable 

to the resale of the Imported merchandise 1n the United States market, 

the amount of any taxes Imposed in the country of exportation on the 

exported merchandise which have been rebated or not collected by reason 

of the exportation. Assuredly, an expense which has not been borne by 

the foreign producer which contributes to his ability to sell the merchan 

dise at less than fair value ought not to be treated as though it were 

incurred,as a device for explaining away a portion of the margin of dumping. 

Accordingly, the language beginning with the word "plus" on line IS, 

page 54, and extending through the worde "the United States" on line 19, 

should be deleted, for the reasons previously stated.

Finally, the bill would require the addition to exporter's 

sales price of the amount of any taxes that were rebated or not collected 

by reason of the exportation where such rebate or noncollection has been 

determined by the Secretary to be a bounty or grant within the meaning 

of the countervailing duty statute. This provision is In evident obedience 

to the provision of Article VI of the General Agreement on Tariffs and 

Trade which states that antidumping duties and countervailing duties may 

not be collected with respect to the same element of subsidy on particular 

merchandise.

This particular provision of the definition of "exporter's 

sales price" and the comparable provision of the definition of "purchase
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price" is acceptable because of the inherent logic of avoiding the 

Imposition of duplication in extraordinary duties to offset an unfair 

method of competition represented by the same increment of value in 

the purchase price or the exporter's sales price of the merchandise.

In summary, to this point in the discussion of the section 

of the Administration's trade bill dealing with antidumping duties -

  no exception is taken to the Administration's language which 

would impose definite time limits on the processing of an 

antidumping investigation;

  objection is made to language which would ratify the current 

practice of making the withholding of appraisement effective 

as of the date such notice is published, rather than retro 

actively to four months prior to the filing of an antidumping 

complaint;

  objection is made to the attempt to convert antidumping 

investigations by the Secretary of the Treasury and the 

Tariff Commission into judicially reviewable hearings on 

a formal record because of the stultifying effect this would 

have upon the techniques that have been developed by the 

Secretary and the Tariff Comnission for sophisticated deter 

minations in antidumping investigations; and

  objection is made to the revision of the Antidumping Act 

which would permit judicial review because of the frustration
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of the purposes of the Act that would result from the 

delays that would be introduced by petitions for judicial 

review that could be expected to be filed uniformly by 

all losing parties at the two stages of an antidumping 

proceeding.

Approval is given to the amendment of the definitions of 

"purchase price" and "exporter's sales price" to the extent that there 

1s to be deducted from the transaction price export taxes in fact not 

collected on the subject merchandise, but opposition is expressed strongly 

to the bill's provisions insofar as they would require the addition to 

the transaction prices of artificial increments representing the theoretical 

amount of duties and taxes which could have been but were not collected 

in regard to the exported merchandise.

These amendments, however, leave untouched the major areas 

of reform required to bring the administration of the Antidumping Act 

back into line with the intent of the Congress as originally expressed 

in the 1921 Act. The most severe inequity in the present law and in Its 

administration lies in the freewheeling use by foreign respondents of 

the allowance for differences in cost of production and differences in 

circumstances of sale, which were introduced into the law and its admin 

istration under the 1958 amendments to the Act. When Congress enacted 

the Customs Simplifcation Act of 1954 which removed many of the safeguards 

against the undervaluation of imported merchandise, it concluded that 

the administration of the Antidumping Act would need to be Improved to
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make the Act more effective as a shield against unfair competition through 

undervaluation of imported goods. Accordingly, 1t directed the Secretary 

of the Treasury to submit proposed amendments to the Act which would 

Increase its effectiveness as a safeguard for domestic industry.

The Treasury Department's proposals which were embodied in 

the 1958 Act included the language which is now set forth in Section 202 

of the Act, which permits the Secretary to make adjustments in the home 

market price (the benchmark of fair value) in respect to differences in 

the quantities in which the merchandise in question is sold in the home 

market vs. the sales for export to the United States, differences in the 

circumstances of sale, and differences 1n the physical composition of 

the products sold in the two markets.

Prior to the 1958 amendments, there had been no statutory 

authority for such adjustments.

It was never intended that such allowances would be made for 

every theoretical difference in production and marketing conditions in 

one country vs. the other. The language approved by the Congress is stated 

in such manner as reasonably to require the Secretary to establish specific 

causation between one or more of such differences and differences in 

transaction prices in the two markets.

In actual practice, however, the Treasury Department has 

allowed the "differences in circumstances of sale" and "differences 1n 

product" adjustments to be used by foreign interests as an elastic escape 

hatch to avoid the imposition of dumping duties. By alleging that export
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sales are made without the benefit of selling, advertising, warehousing, 

or other general overhead expenses, in comparison with home market sales, 

foreign interests aggressively claim substantial deductions from the 

higher home market prices in order to explain away margins of dumping. 

To a very substantial extent these claims have often been honored in the 

past in many cases by the Treasury Department, so that the law and its 

administration have become a system under which the foreign interests 

attempt to explain away the margins of dumping by a recitation of alleged 

differences in circumstances of sale or differences in product,

As to the latter claim, whenever the foreign interests are 

unsuccessful in entirely explaining away margins of dumping by differences 

in circumstances of sale, they advance categorical claims for a further 

allowance for differences in the cost of producing the product sold in 

the home market in comparison with the product sold for export. The 

foreign interests bring forward dissimilar types, styles, or models of 

the class of merchandise under investigation and then elaborate fanciful 

claims for cost of production differences in the home market and export 

versions of the product.

In actual practice, the Treasury Department and its delegate, 

the Bureau of Customs, accept the claims of the foreign interests as to 

the alleged value of these differences in product and differences in circum 

stances of sale, notwithstanding contrary evidence supplied by domestic 

Interests.

In actual fact, in virtually all cases the price for export 

is established through arm's length bargaining between the foreign
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manufacturer and the U. S. importer, and 1s not a product of any conscious 

scaling down of a "fair price" by subtractions to represent differences 

In circumstances of sale or differences In product.

Thus the differences in price applicable to the products sold 

in the two markets is not due 1n whole or in part to the alleged differ 

ences in circumstances of sale or differences 1n product, but rather to 

the intent and purpose of the foreign manufacturer to establish and broaden 

a market position in the United States which knowledgeable U. S. Import 

Interests are able to perceive and take advantage of through hard bargain- 

Ing in securing very favorable but unfair prices.

There Is no way in which these terms can be defined so as to 

correct the abuses which have defeated the realization of the purposes 

of the Antidumping Act. Therefore, the Antidumping Act should be amended 

so as to restore the law to the condition in which 1t was prior to the 

1958 amendments, which instead of Increasing the efficiency of the Act 

for the purposes requested by the Congress, have had the opposite effect. 

Accordingly, It is recommended that Section 310 of the bill be amended 

by the addition of a new subsection (e), to read as follows:

"SEC. Z10(e). Section 202 of the Antidumping Act, 

1921, as amended (19 U.S.C. 161) ie amended by striking it 

out in ite entirety and inserting in lieu thereof the following:

'Sec. 202. In the caee of all imported merchandise, 

whether dutiable or -free of duty, of a class or kind as to 

which the Secretary of the Treasury has made public a finding 

as provided for in section 201, entered, or vtithdrawn from
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acafehou.ee, for consumption, on and after the date 120 days 
before the question of dumping was raieed by or presented 
to the Secretary or any person to whom authority under 

section 201 has been delegated, and as to which no appraise 

ment has been made before such finding has been so made 
 public, if the purchase price or the exporter's sales price 

ia lees than the foreign market value (or, in the absence 
of auoh value, than the constructed value), there shall be

levied, collected, and paid, in addition to any other duties
fn 

imposed thereon by law, a special dumping duty aset an amount
equal to such difference. '"

There is an additional substantive problem in the administra 

tion of the Antidumping Act which urgently requires correction. The 

Treasury Department has concluded that it will not adopt as a matter 

of policy an interpretation of the Act which regards sales for export 

to the United States at prices which are below the cost of production 

of the merchandise as necessarily being below fair value. The Department 

reached this conclusion in the context of a study of cases involving 

the importation of sulphur from Canada and of paper-making machinery from 

Finland. In these cases, data available to the Department indicated that 

the merchandise exported to the United States was sold at a price which 

was in fact below fully developed costs of producing the merchandise 

and necessarily, therefore, below the constructed value of the merchandise 

as defined in section 206 of the Antidumping Act.

In those cases, however, the Treasury Department was evidently 

persuaded that similar merchandise was sold in the country of production - 

that is, the country of origin - at prices which were also below fully 

developed costs of production.
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The Department decided to follow the simplistic notion that 

fair value Is always and everywhere equal to the home market price when 

sales have been made 1n the home market, whether or not that price Is 

Inherently unfair as shown by the fact that 1t is less than the fully 

developed cost of producing the merchandise 1n question.

It ought to be abundantly clear that regardless of any special 

circumstances that may apply 1n a foreign producer's home market, 1f he 

sells merchandise to the United States at prices which are below the 

cost of producing that merchandise, such sales are 1n fact below the 

fair value of the merchandise. Under our economic system it is inherently 

Impossible for any producer to continue to make sales below cost of 

production. Hence, as a rule, prices which are below the cost of production 

cannot be regarded as representing the fair value of the merchandise, 

since the latter term would contemplate the value of the goods produced 

1n the ordinary course of trade and sold at prices which recover all 

costs including an addition for overhead plus an addition for profit.

Because the Department has backed away from an intention which 

it once tentatively held to amend Its regulations so as to make clear 

that export prices which are below the cost of production would, per se, 

be regarded as being at less than fair value, it is necessary that this 

matter be corrected by the Congress. It can be done by amending Sec 

tion 201(a) of the statute by adding a sentence to the end of subsection (a) 

as follows:

96-006 O - 73 - pt. 7 - 12
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"Foreign merahandi.ee shall be regarded ae being or likely 

to be sold in the United States or elsewhere at less than 

ite fair value if the price at the time of exportation of 

euoh merchandise to the United States is less than the con 

structed value of the merchandise as defined in section 206 

of this Act."

CHAPTER 3 - COUNTERVAILING DUTIES

In this chapter the Administration bill makes procedural and 

substantive changes In the countervailing duty statute which, with one 

exception, are desirable and appropriate. The exception consists of 

subparagraph (d) of Section 303 of the Tariff Act of 1930, as amended 

by Section 330 as set forth on page 59 of the bill.

It would give the Secretary of the Treasury the discretion 

not to Impose countervailing duties notwithstanding his determination that 

an imported article Is subject to the payment of a bounty or grant on 

production or export within the meaning of the countervailing duty statute.

The theory of this requested grant of discretionary power 

.appears to be that the Secretary of the Treasury ought to have the freedom, 

when he decides that the Imposition of countervailing duties would provoke 

some type of economic retaliation against the United States, not to put 

the duties in effect in order to avoid triggering a "detriment to the 

economic Interests of the United States."

If this provision of the bill were to be enacted, it can be 

predicted that 1n few cases, if any, would the Secretary impose counter 

vailing duties, notwithstanding proof of the bounty or grant being paid
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by the foreign government or other foreign interest with respect to the 

production or exportation of goods to the United States.

The difficulty with the administration of the foreign trade 

laws of the United States has been precisely the reluctance of the 

officials of the Executive Branch of the Government who from time to 

time occupy the positions of responsibility in question to defend and 

protect American commerce by applying the remedies which Congress has 

provided.

It must be acknowledged that at the present time and in 

recent years the Secretary exercises what is tantamount to this type 

of discretion by simply allowing countervailing duty complaints to gather 

dust without action in those cases where for any of a variety of reasons, 

including the fear of retaliation, or the "muddying of the waters of 

diplomacy," the Administration prefers not to act.

The Congress ought not to ratify such dilatory tactics, nor 

should it add to the overweening tendency of members of the Executive 

Branch to refrain from exercising the powers given to-them to counteract 

unfair methods of competition affecting American commerce.

The cited section of the Administration bill would also give 

the Secretary the discretion not to impose countervailing duties when 

they are otherwise called for under the statute if the article in question 

is subject to a quantitative limitation imposed by the United States.

It is interesting that the Administration should propose such 

discretionary authority as it would appear, from the manner in which the 

antidumping proceedings Involving worsted fabric and Impression fabric



2166

from Japan were recently disposed of by the Tariff Commission, that there 

is an unwritten ground rule fostered by the Administration that articles 

such as textiles which are subject to a form of quantitative limitation 

in the bilateral agreement with Japan would not be made subject to the 

remedies which the Congress has specified for use to correct unfair methoc 

of competition in the sale of such products.

In this proposal the Administration seems to have missed the 

essential point that quota arrangements, on the one hand, are intended 

merely to establish limits on the volume of goods that can be digested by 

the United States market without disrupting those markets or injuring the 

interests of the domestic industry or its workers; whereas, the counter 

vailing duty and antidumping laws, on the other hand, are directed toward; 

preventing the use of unfair methods of competition in the sale of whateve 

volume of goods are in fact imported from a foreign country.

While the observance of the limits in a bilateral or multi 

lateral agreement for orderly trade can accomplish its general objective 

of avoiding market disruption, the use by the foreign producers operating 

within the limitations of such agreement of unfair methods of competition 

such as low prices financed by bounties or grants or other forms of 

subsidy paid by the foreign government to the producers, or the sale 

of products within quota at less than their fair value, can have a very 

damaging effect on the domestic industry notwithstanding the otherwise 

beneficial effects of the quantitative limitations.

This results from the fact that unfairly low prices injure 

a domestic industry by depressing the domestic price structure, reducing
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Its sales revenue, and diminishing Its profits. It 1s entirely foresee 

able that a well-defined segment of the textile Industries could be 

seriously Injured by the price-depressing, profit-reducing effects of 

the unfair pricing of foreign textiles Imported within the quantitative 

limits set forth or provided for 1n a bilateral or multilateral orderly 

trade agreement.

Consequently, the suggestion by the Administration that the 

Secretary be given the discretionary power not to obey the mandate of 

the Congress and impose countervailing duties 1n a case where it has 

been determined that exports to the United States are In fact the bene 

ficiary of bounties or grants should be rejected.

Accordingly, subsection (d) eet forth on page 69 of the bill 

should be deleted in its entirety.

United States law does not require an Investigation to deter 

mine whether the importation of goods subsidized by bounties or grants 

1s injuring a domestic industry, notwithstanding that Article VI of the 

General Agreement on Tariffs and Trade subjects the imposition of counter 

vailing duties to an Injury test.

The United States operates in accordance with a waiver which 

was created when It executed GATT on the provisional basis clearly stating 

that its becoming a Contracting Party would not be interpreted as over 

ruling any provision of domestic law then in effect.

In the Administration's trade bill, however, it 1s now proposed 

to expand the application of the countervailing duty law to duty-free 

imports, which are not within the scope of our statutory provision. For
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that reason, it is necessary or at least desirable, in view of our 

international obligations as expressed in GATT, that duty-free imports, 

which are not subject to the provisional ratification of GATT by the 

United States which is tantamount to the waiver described, be made subject 

to an injury test before countervailing duties are imposed.

Accordingly, the bill in amending Section 303(b) of the Tariff 

Act of 1930 in Section 330 at page 57 of the bill and following, undertakes 

to provide the machinery for the application of an injury test. In setting 

forth the determination which is to be made by the Tariff Commission, the 

amendment fails to include some of the language of the GATT countervailing 

duty article, and that failure results in the imposition of an unnecessarily 

severe injury test - more severe than some aspects of the injury test set 

forth in Article VI of GATT.

Accordingly, to conform auah injury test in the bill to that 

stated in Article VI of GATT, it is recommended that the clause set forth 

on lines 20 to 22, page 67, be amended as follows:

"whether an industry in the United States is being or is 

likely to be materially injured, or is being threatened 

with material injury, or is materially retarded in its 

establishment, or is prevented from being established,".

As in the case of the Administration's Antidumping Act amend 

ments, however, its suggested amendments to the countervailing duty 

statute omit any effort to correct the most important problems which 

exist. Until very recently the Treasury Department has been reluctant 

to Impose countervailing duties with respect to the remission by foreign
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countries of Internal taxes paid with respect to products produced for 

export, or with respect to the forgiveness of internal taxes in relation 

to such products, or with respect to the discrimination in price on raw 

materials sold for use in the production of goods for export in comparison 

with goods produced for consumption in the home market.

As a result of this policy of the Department, which has been 

in effect through this and prior Administrations, the countervailing duty 

statute is the most underadministered of all of the tariff and customs laws.

The Treasury Department's policy ignores or refuses to follow 

the literal language of the court decisions interpreting the scope of 

the countervailing duty statute.

The commitment made by the State Department in the drafting of 

the General Agreement on Tariffs and Trade ostensibly allowing other coun 

tries to impose a value added tax on domestic production and a border tax 

on imports, and to rebate internal taxes on exports, appears to have been 

taken by the Treasury Department as tantamount to a de facto repeal of 

the countervailing duty statute as to the most common forms of bounties 

or grants by which other countries unfairly subsidize their exports to 

the United States.

Of course, the provisional protocol of application of GATT by 

which the United States acceded to GATT clearly exempts the then-existing 

United States domestic law from being affected by the provisions of GATT. 

Hence, the United States cannot be understood to have suffered an amend 

ment or repeal of its countervailing duty statute as to the subsidization
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of foreign exports to the United States by the remission of internal 

taxes on such exports.

Nevertheless, for the most part the Treasury Department simply 

allows countervailing duty complaints directed to the remission of foreign 

taxes to gather dust without action, except in the singular circumstance 

that the complainant is able to prove that the amount of tax remitted or 

forgiven exceeds the amount of internal tax applicable to the like product 

when made for domestic consumption.

It is true that the Williams Commission advised the President 

to make more vigorous use of the countervailing duty statute and that 

the Administration has belatedly turned its attention in that policy 

direction, as shown by its welcome decision in the Michelin tire case.

One swallow, however, does not make a summer, and it is essen 

tial that the countervailing duty statute be amended to specify that the 

remission by foreign countries of internal taxes paid with respect to 

products produced for export, or the forgiveness of internal taxes with 

respect to such products, or the discrimination in price on raw materials 

sold for use in the production of goods for export in comparison with 

goods produced for consumption in the home market, constitute bounties 

or grants which are to be remedied by the imposition of the additional 

duties specified by the statute.

Accordingly, -it is recommended that Section SOS of the Tariff 

Act of 1930 (19 V.S.C. 1303) be amended by adding at the end thereof the 

following:
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"The term 'bounty or grant' as applied to imported merchan 

dise shall be deemed to include, by way of illustration but 

not of limitation, the entire amount of any remission of 

any internal tax paid in the country of production or the 

country of exportation with respect to such merchandise, 

the entire amount of any exemption of such merchandise 

from any internal tax, or the entire amount of the differ 

ence in price at which any constituent material utilized 

in the production of such merchandise has been sold to the 

producer thereof and the price at which such or similar 

merchandise is sold to producers of the same general class 

of merchandise for sale other than for export to the United 

States."

CHAPTER 4 - UNFAIR PRACTICES IN IMPORT TRADE

The Administration bill would pare the scope of that provision 

down to the point where it would be limited entirely to the importation 

of articles which would Infringe a United States patent. The balance 

of the jurisdiction over unfair trade practices would be transferred 

to the Federal Trade Commission. While it 1s true that the great majority 

of cases which have been brought under this section of the law deal with 

patent Infringement, 1t is also true that the present scope of the statute 

embraces any act which within the common law concept of unfair methods 

of competition would be a violation of the common law.

Section 337 1s potentially of great importance in keeping 

the channels of foreign commerce of the United States free from the 

proliferation of unfair methods of competition. The very presence of
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the remedy acts to some extent as a deterrent in relation to the develop 

ment of practices on a substantial scale which would violate common law 

concepts of fair methods of competition.

The Trade Relations Council believes that the Tariff Commission 

is more expert in evaluating trade practices in the Import trade and their 

effect on domestic industry than is the Federal Trade Commission. We oppose 

the change.

Particularly in recent years, U. S. commerce has been victimized 

by the development of unfair methods of competition which include systematic 

dumping, government subsidization of exports, and the like. While the 

Antidumping Act and countervailing duty statute are directly related to 

specific forms of unfair acts in the importation of articles into the 

United States which are recognized as unfair methods of competition, they 

are not necessarily an exclusive remedy for dealing with such acts.

If a particular foreign industry brought Into play a combination 

of unfair methods of competition as a basis for its program of penetrating 

the United States market, it would be necessary to have a statute such 

as Section 337, which would enable a single expert agency to deal with 

this collection of practices as an entity or as a related case, if piece 

meal applications for relief to separate agencies under several statutes 

with consequent Inefficiency and delay in securing relief from such a 

concerted program of unfair competition are to be avoided.

Accordingly, it would weaken V. S. law to adopt the Adminis 

tration bill insofar as Section 350 would repeal to all intents and purposes 

the present law and substitute a very limited remedy confined in its
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operation solely to patent infringement oases. For this reason the 

Trade Relations Council opposes Section 350 of the bill in its entirety.

TITLE IV - INTERNATIONAL TRADE POLICY MANAGEMENT

This title of the Administration bm 1s designed to give 

the President authority to modify trade agreement concessions, to impose 

increased duties, to suspend existing import duties, and to take other 

actions including the termination of trade agreements 1n order to cope 

with a variety of emergencies; viz., serious balance of payments deficits; 

persistent balance of payment surpluses; adjustments to deal with changed 

circumstances; response by the President to U. S. obligations under trade 

agreements to compensate countries whose overall balance of trade advan 

tage with the United States is affected by the withdrawal of concessions; 

Increase in Import duties; imposition of quotas, or other actions designed 

to limit imports; the suspension of Import tariffs; and other restrictions 

to restrain Inflation.

The Trade Relations Council agrees that the President should 

have this type of authority and takes no exception to the substantive 

content of Title IV of the bill.

TITLE B - TRADE RELATIONS WITB COUNTRIES NOT ENJOYING 
______MOST-FAVORED-NATIOS TARIFF TREATMENT_____

(The "B" in the title is a typographical error and should read "V")

This title of.the Administration bill is concerned with granting 

authority to the President to enter into commercial trade agreements with 

Communist countries and upon the satisfactory completion of such trade 

agreement negotiations, to extend to imports from such countries most- 

favored-nation treatment.
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The title includes appropriate criteria which are to guide 

the President in entering into such trade agreements and a procedure for 

a Tariff Commission investigation to determine whether imports under 

such most-favored-nation treatment from such country or countries are 

causing material injury or market disruption to a domestic industry. 

In the event of an affirmative determination by the Commission, the 

President would be authorized to adjust imports of the article in question 

without disturbing the import treatment applicable to the like products 

from other countries.

The Trade Relations Council believes that -the President should 

be given the substance of the authority described in Title V and takes 

no exception to the provisions of the title. It notes a lack of clarity 

in Section SOS and recommends that consideration be given to a revision 

of the language of that section to make its meaning more clear, as follows:

"SEC. SOS. MARKET DISRUPTION.  (a) A petition may 

be filed with the Tariff Commission for a determination, or 

a Tariff Commission investigation otherwise initiated under 

section 201 of this Act may on motion of the petitioner or 

of the Commission, in respect to imports of an article manu 

factured or produced in a country, the products of which are 

receiving most-favored-nation treatment pursuant to this title, 

be directed to a determination (in lieu of the determination 

described in section 201(b) of this Act) of whether imports 

of such article, etc."
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TITLE VI - GENERALIZED SYSTEM OF PREFERENCES

This section of the Administration bill is concerned with 

granting the President the authority to extend preferential customs treat 

ment to articles produced by developing countries. It sets forth appro 

priate guidelines for identifying articles eligible for such preferential 

treatment, and the countries which may be designated by the President as 

beneficiaries of such preferential treatment.

With one major reservation which I shall describe in a moment, 

the Trade Relations Council believes that the President should be granted 

such authority generally in accord with the substance of Title VI. The 

Council believes, however, that the substance of the title should be modified 

so that the President in an appropriate case has the discretion to grant 

tariff preferences on other than a generalized basis when he deems it in 

the national interest to do so; for example, it may very well prove to 

be the case that if the developing countries to whom the European Economic 

Community has granted preferential treatment, and who in exchange have 

granted the products of the developed countries, members of the EEC, a 

reverse preferential treatment, refuse to discontinue such reverse preferen 

tial treatment for products of such developed countries, the President 

may not wish to grant generalized tariff preferences under the authority 

of Title VI. Instead, he may very well determine that it is to the national 

interest, for example, to grant the preferential treatment to articles 

imported from Western Hemisphere countries who at the time have not granted 

reverse preferential treatment to articles manufactured in the developed 

countries of Europe.
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Further, Section 602 of Title VI limits the preferential 

treatment which the President may extend to developing countries to 

duty-free treatment.

It may very well be the case in particular instances that 

as to certain eligible articles the President may determine that the 

national interest would be served by granting preferential treatment 

less than duty-free treatment but greater than the customs treatment 

then applicable to most-favored-nation imports.

To accommodate these observations, the Council recommends 

that Section 602 of the bill be modified by inserting on line 6, page 82, 

following the word "treatment" a comma and the following language: "or 

customs treatment more favorable than that applicable to imports under 

column one of the Tariff Schedules of the United States, effective at 

the time of importation. "

The Council also recommends that Section 602 of the bill be 

amended at line 18, page 81, by inserting after the word "generalised" 

the following: "or regional".

The major reservation to which I alluded at the outset in 

discussing the grant of authority in Title VI is concerned with the 

necessity for the imposition of quantitative limitations on imports of 

the preferential treatment products received from developed countries 

in such manner as to reserve for imports from developing countries a 

significant share of the growth in domestic consumption of the articles 

in question. Without the imposition of such quantitative limitations on 

imports from developed countries, it is unlikely that the preferential
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tariff status accorded to the like products from developing countries 

could make sufficient inroads into the total imports' share of the 

domestic market to be meaningful to developing countries.

The Council's recommendation in regard to its major reserva 

tion concerning the grant of power to effect preferential tariff arrange 

ments under Title VI can be accomplished by renumbering Sections 606 and 

607 to 607 and 608, respectively, and adding the following new provision 

as Section 606:

"SEC. 606. LIMITATIONS ON IMPORTS FROM DEVELOPED 

COUNTRIES OF ARTICLES ELIGIBLE FOR PREFERENTIAL TREATMENT.  

In order to strengthen the opportunity of beneficiary developing 

countries to secure the intended benefits from the extension 

to them of preferential tariff treatment for eligible articles 

produced by such countries, the President shall by proclamation 

impose such quantitative import restrictions on the like or 

directly competitive articles imported into the United States 

from developed countries as shall reserve to the beneficiary 

developing countries a reasonable share of the growth in 

apparent domestic consumption of such articles. In the 

manner and frequency designated by the President, the Secre 

tary of Commerce shall furnish estimates of anticipated 

apparent domestic consumption of articles which the President 

has designated, or which the President has under consideration 

. designating, as eligible articles pursuant to the provisions 

of this title. The Secretary shall include in his report 

to the President his estimate of the share of apparent domestic 

consumption of such eligible articles being supplied by the 

domestic industry producing the like or directly competitive
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articles and his recommendation of the extent to which 

imports of such articles into the United States from developed 

countries should be made subject to quantitative limitations 

in order to carry out the purposes of this section. Annually, 

or at such more frequent intervals as may be specified by 

the President, the Secretary shall review the statistical 

data maintained by the Department of Commerce pertaining 

to the volume and value of imports into the United States 

of designated articles from beneficiary developing countries, 

and of the like and directly competitive articles imported 

from other countries, and the domestic production and sale 

of the like or directly competitive articles. The Secretary 

shall present a summary of such data to the President together 

with such recommendations for modification of the quantitative 

limitations on imports of such products from countries other 

than beneficiary developing countries as the Secretary believes 

to be appropriate in order to effectuate the purposes of 

this section. The President is authorized upon receipt of 

such periodic reports and recommendations to proclaim effective 

the modifications in such quantitative import limitations 

as are recommended by the Secretary."

TITLE VII - GENERAL PROVISIONS

This title of the bill contains general provisions including 

definitions concerning the administration of the law and the interpreta 

tion of key terms in the law. It describes the relationship of the 

bill to other laws and gives the President authority to proclaim effective 

modifications or amendments to the Tariff Schedules of the United States 

which will simplify or clarify the Schedules or reduce barriers to inter 

national trade, as recommended by the Tariff Commission.
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The Trade Relations Council believes that the President should 

have the authority upon recommendation of the Tariff Conmission under 

the criteria contained in Title VII of the bill to keep the Tariff 

Schedules of the United States simplified, clear, and updated so that 

anachronistic classification provisions do not become barriers to inter 

national trade.

The Council takes no exception to the substance of Title VII 

except insofar as Section 706(d) would repeal Sections 252 and 255 of 

the Trade Expansion Act of 1962. Section 252 sets forth a variety of 

authorities for use by the President in countering unjustifiable and 

unreasonable import restrictions which burden United States commerce. 

These grants of power are not exactly covered by a restatement of such 

authority attempted in the bill, and the Council believes it would be 

the better course of wisdom to leave Section 252 standing as law rather 

than repealing it in order to avoid the loss of authority contained therein 

which may not be carried forward into the new sections of the Trade Reform 

Act of 1973.

As to Section 255, this provides for the termination or with 

drawal from trade agreements previously entered into. The provisions of 

the Administration bill dealing with the termination of trade agreements 

are set forth in Section 409 of the bill which in terms is limited to 

trade agreements entered into under the authority of the bill. While it 

is evidently intended that Section 706(e) of the bill by definition would 

make prior trade agreements responsive to such provision, it is believed

16-006 O- 73 - pt. 7 - 13
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that the better course of wisdom is to leave Section 255 standing, as 

it is a clear-cut statement of Congressional intent as to the termination 
or withdrawal of prior trade agreements.
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APPENDIX TO THE

STATEMENT OF EUGENE L. STEW4RT, GENERAL COUNSEL, 
TRADE RELATIONS COUNCIL OF THE UNITED STATES, INC.,

BEFORE THE

COMMITTEE ON WAYS AND MEANS, 
HOUSE OF REPRESENTATIVES,

MAY 22, 1973

RE H. R. 6767, 
THE ADMINISTRATION'S FOREIGN TRADE BILL
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Mr. ULLMAN. Mr. Stewart, let me congratulate you on a most thor 
ough paper, and a very able presentation. I wasn't able to hear all of 
it but I have looked at your paper. It has been done with great 
competence.

Now the bells have rung and we need to vote. I have some questions 
that I would like to direct to you, but I think that we will wait until 
after a brief recess so that the members can vote.

The committee will stand in recess.
[A recess was taken.]
Mrs. GRIFFITH [presiding]. The committee will be in order.
Mr. Gibbons will inquire.
Mr. GIBBONS. Madam Chairman, before we go any further, let me 

ask that we put Mr. Stewart's appendix in the record because I think 
it contains very valuable information. I hate to load up the record 
but I think the people reading this record at some date in the future 
ought to have access to this.

I would ask unanimous consent that the appendix to Mr. Stewart's 
statement be included along with his full statement.

Mrs. GRIFFITHS. Are there objections?
I would like to ask at the same time that the staff be asked to pre 

pare a request of the administration that a point by point response be 
made to Mr. Stewart's comments on the bill.

Are there any objections ?
Then we will do that. Their answer will be put in the record at this 

point.
[The material referred to follows:]

COMMITTEE ON WATS AND MEANS,
HOUSE or REPRESENTATIVES, 
"Washington, D.C., Mav%4,1973. 

Hon. GEORGE P. SHULTZ, 
Secretary of the Treasury.

DEAR MR. SECRETARY : On May 22,1973, Mr. Eugene L. Stewart, General Counsel 
of the Trade Relations Council of the United States, Inc., testified extensively be 
fore the Committee on Ways and Means on H.R. 6767.

During the course of that testimony, a Member of the Committee requested and 
received unanimous consent that I be directed to write to you to request that you 
provide the Committee on Ways and Means with a response to the principal 
points made by Mr. Stewart in his direct statement to the Committee. It is the 
Intention of the Committee, in turn, to afford Mr. Stewart an opportunity to com 
ment upon your response.

I enclose a copy of Mr. Stewart's 120-page direct statement along with a copy 
of his 46-page appendix, together with a copy of the pertinent portion of the 
transcript of the record for May 22.1973.

In accordance with the above directive, it would be appreciated if you would 
provide the Committee with your response or comment with respect to each of the 
principal points made by Mr. Stewart in his statement, in sufficient time for Mr. 
Stewart, in turn, to give us his observations on your responses. 

Sincerely yours,
JOHN M. MARTIN, Jr.,

Chief Counsel.

OFFICE or THE SECRETARY OF THE TREASURY,
Washington, D.G., June 5, 1973. 

Mr. JOHN M. MARTIN, Jr.,
Chief Counsel, Committee on Ways ana Means, Souse of Representatives, Wash 

ington, D.O.
DEAR JOHN : Secretary Schultz has asked me to reply to your letter of May 24 

regarding the testimony of Mr. Eugene Stewart before the Committee on Ways 
and Means on H.R.. 6767.
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As you know the Administration has set up a task force under the direction 
of Ambassador William Pearce to manage the Trade Reform Act in the Congress. 
Ambassador Pearce, will therefore be coordinating the Executive Branch 
response to Mr. Stewart's statement. You can expect to receive the Administra 
tion's reply to your request directly from him, in the near future.

With best wishes,
WTT.T.TAM L. GlFFOBD,

Assistant to the Secretary for Legislative Affairs. 

[The following was subsequently received:] 
RESPONSE TO HE. STEWABT'S "CBITIQUE OF THE PROVISIONS or H.R. 6767"

Section 2. Statement of Purposes
Mr. Stewart objects to six out of the ten purposes listed in section 2 of the 

proposed Trade Reform Act of 1973. These objections are grounded neither in fact 
nor logic. Each of the objections is responded to in order of its appearance in 
his paper.

Subsection (a)
The Administration trade bill state.s as one of its purposes:
"(a) To provide authority in the trade field supporting United States par 

ticipation in an interrelated effort to develop an open, nondiscriminatory 
and fair world economic system through reform of international trade rules, 
formulation of international standards for investment and tax laws and policies, 
and improvement of the international monetary system ;"

It is a fact that negotiations have begun on the reform of various aspects of the 
international economic system. This reform will toe distinctly and definitely bene 
ficial to the United States.

The Stewart objection to reform is based on two false notions. The first is 
that the faults of the current system somehow benefit the United States, that bar 
riers to trade, distortions in international investment, inadequate international 
cooperation on tax matters, and the lack of agreed international monetary rules 
operate in favor of United States business and labor. The second error in reason 
ing that the Stewart paper is based upon is that our tariff wall is a '^treasure" 
that would be yielded up by U.S. negotiators "to attempt the achievement of 
nebulous objectives."

With respect to the first of these points, the United States has benefitted 
immeasurably from a reduction in both foreign and domestic harriers to trade, 
over the last three decades. The world's trading nations went the route of un 
reasoned protection in the 1930's, and it is an experience that no one would 
seriously advocate repeating. The costs are too terrible. The world has outgrown 
this narrow and injurious view. But while much progress has been made, there 
is more that needs to be done. Our goods face some serious obstacles abroad, 
some tax and investment practices also discriminate against continued U.S. 
production of goods for foreign markets, and there is no as.surance through 
adequate monetary rules that exchange rates will not again impair the competi 
tiveness of U.S. goods. Therefore negotiations are needed to come to agree 
ment on what practices must be altered to allow goods to move more freely both 
here and abroad.

The novel concept of a "precious and dwindling" national 'treasure" in the 
form of a high tariff wall also deserves scrutiny. Under this odd theory, our 
"treasure" was greatest in 1930 when prohibitive tariffs severely restricted 
world trade. The discussion of a "treasure" obscures the fact that tariffs are 
simply taxes on businesses and individuals that reduce trade. The barriers that 
we place at our border to reduce imports of foreign products that our consumers 
demand is matched by a foreign barrier that reduces U.S. exports of goods 
demanded abroad. The net result may well be fewer jobs in the United States 
and fewer jobs abroad, with both sides producing les.s efficiently at a higher cost.

The United States committed itself to a common sense economic road in 1934 
consisting of letting countries sell what they produce best. Europe learned this 
lesson very well. Her intra-European trade in industrial products is going to be 
wholly free in the near future. If there was national treasure in the form of 
those national tariff walls, it has been squandered as quickly as possible by 
sixteen countries across the Atlantic. Indeed, in view of their action in their .self 
interest, it would be the worst possible time for the United States to look in-
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ward and conduct itself in accordance with spurious concepts of national 
treasure.

The United States must either join in a mutual reduction of trade barriers or 
suffer the consequences of exclusion from the benefits that others will enjoy.

The point of mutuality of benefit deserves some emphasis. The Stewart paper 
erroneously assumes that U.S. concessions are unreciprocated. The benefits to the 
United States of the lowering of foreign barriers is carefully ignored. For four 
decades, the United States has worked with success at removal of foreign barriers. 
Our exports have grown markedly. The trade agreements program has not been 
and will not consist of a unilateral reduction in barriers by the United States.

A further general point deserves to be made with respect to assumptions. The 
Stewart paper assumes that United States industry is weak and vulnerable to 
imports. In fact, the remaining U.S. tariff barriers to trade are dwarfed in 
impact by other economic factors. A primary factor is relative currency values. 
The average U.S. tariff wall is far lower than the increased advantages that U.S. 
domestic producers have received from recent exchange rate changes. Even if 
United States industry were weak and vulnerable, tariff reductions would no 
longer have the impact or importance that they once had. But the assumption 
that the United States economy is not competitive is untrue, as well as both dan 
gerous and self-defeating. It is not based on any economic reasoning or evidence. 
Its propagation can only result in the United States foregoing the benefits which 
reform of the international economic system can bring.

With specific reference to several further points raised in the Stewart paper on 
section 2 (a) of the trade bill, regarding the following purposes:

1. "reform of international trade rules".—Although the criticism is unclear, 
it apparently is suggested that the Administration intends to "pay all over again 
for an attempt to improve GATT". The only payment for revision of international 
rules is to make binding commitments where others agree to be likewise bound. 
Domestic authority is necessary to make new rules workable, however. For exam 
ple, authority to impose balance of payments measures to cooperate with other 
countries is necessary under a proposed International Monetary Fund rule. Like 
wise the authority to liberalize import restrictions is necessary under the pro 
posed rule if the United States is in balance of payments surplus. It is reasonable 
that there be domestic authority under our trade laws to implement new rules 
that we want others to adhere to.

2. "formulation of international standards for investment and too; laws and 
policies."—The trade bill seeks authority in the trade field to lower barriers in 
return for foreign countries lowering their barriers. There is no intent to grant 
trade concessions for benefits for the United States unrelated to trade. Purpose 
(a) does recognize, however, that there is an interrelated effort to develop an 
open, nondiscriminatory and fair world economic system which involves several 
fields. Thus while trade negotiations resulting in lower trade barriers will benefit 
the international monetary system, trade negotiations will not have the full 
desired effects if tax, investment and monetary distortions continue to impair 
open and fair trade.

3. "improvement of the international monetary system".—Trade and monetary 
arrangements are linked by fact. When the dollar was over-valued, our goods 
were at a serious competitive disadvantage at home and abroad. After the 
exchange rates were realigned, our goods could compete fairly only where the 
absence of trade barriers allowed such competition. An example of barriers that 
block this competition is trade in many agricultural commodities.

Responses may be made to other points raised in the Stewart paper. There is 
no connection whatsoever in fact or logic between past tariff negotiations and 
any "disarray" in the international monetary system. Speculation by multina 
tional firms, to the extent that it took place, was not the cause of unrealistic ex 
change rate of the dollar vis-a-vis the currencies of U.S. trading partners, but 
reflected the fact that the realignment was required. Furthermore, the failure to 
exercise any U.S. rights in the GATT or the International Monetary Fund did not 
cause the current need to reform the international monetary system. The mone 
tary rules need reform because the world has changed since they were written. 
These rules worked well for decades and it should not be surprising that they 
would eventually require revision.

There is, of course, no intention to use trade concessions to obtain monetary 
reform. We will seek in the trade negotiations, however, sufficient trade conces 
sions to allow the monetary system to work effectively across all sectors. Without 
equitable access to foreign markets, economically realistic exchange rate pat 
terns will not yield full benefits for United States production.
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The summary statement in the Stewart paper (at p. 30) is therefore incorrect 

in several respects: (1) the Administration is not seeking trade concession au 
thority to obtain monetary reform; (2) the United States has never paid for 
changes in monetary relationships with trade concessions ; (3) the United States 
tariff wall is in no way a precious treasure; (4) tariff concessions do not grant 
"favored" access to a market, they simply grant access ; (5) past trade authority 
was never designed to be used nor should it have been used for correcting mone 
tary relationships; and (6) "existing U.S. rights under GATT and the IMF 
Articles" will be and have been exercised in a manner to oppose inequities in the 
system but they are not sufficient; domestic authority is needed to support inter 
national reforms.

Subsection (b)
The Administration trade bill states as one of its purposes :
"(b) To facilitate international cooperation in economic affairs for the purpose 

of providing a means of solving international economic problems, furthering 
peace and raising standards of living through the world ;".

The point of this clause in the bill's statement of purposes is to indicate that 
international economic cooperation furthers peace and improves standards of 
living. Through mutually beneficial trade, the United States and countries with 
which it has only previously had limited trade should build a more harmonious 
overall relationship. Through lowering trade barriers on a mutual basis, the 
United States and its largest trading partners will reduce the chances of economic 
disputes between us and advance our economic position, directly increasing the 
standard of living of all. Through cooperation in a generalized system of prefer 
ences, the developed countries will help increase the standard of living in the 
developing countries.

This straightforward and clear purpose of the bill is distorted in the Stewart 
paper into meaning payment of unilateral concessions ("bribes") by the United 
States to obtain reasonable behavior from our trading partners ("economic ag 
gressors"). This has never occurred and is of course not intended.

Subsection (c)
The Administration trade bill states as one of its purposes:
"(c) To Stimulate the economic growth of the United States and enlarge for 

eign markets for the products of United States commerce (including agriculture, 
manufacturing, mining, and fishing) by furthering the expansion of world trade 
through the progressive reduction and elimination of barriers to trade on a basis 
of mutual benefit and equity ;".

This is the traditional objective of United States trade legislation and it has 
been singularly successful. It is noted in the Stewart paper that the U.S. share 
of world exports has declined. This fact is not harmful, and it is inconceivable 
that any other result could have occurred. At the end of World War II the ma 
jority of foreign productive potential lay in ruins. It is natural and would have 
been tragic if the other countries of the world had not gained in their percentage 
of world exports. The United States has continued to gain in terms of the value 
of its exports.

The Kennedy Round of tariff negotiations produced a balanced agreement. Our 
concessions were not unilateral. They were fully reciprocated. Nor was the value 
of the bargain achieved "wrested from us in postagreement shenanigans". When 
the Administration states that tariffs have become less important relative to 
nontariff barriers, it is not describing a sudden proliferation of a stealthily 
erected network of barriers to trade which have been set up abroad to deprive 
the U.S. of its tariff bargain. What has occurred is that as tariff barriers have 
been removed, other long-standing distortions of trade have become more appar 
ent. These deserve our attention and indeed must be a primary focus of inter 
national negotiations.

The results of any international negotiation, just as of a domestic negotia 
tion, are dependent on the benefits to the parties of agreement and the costs to 
them of disagreement. The proposed Trade Reform Act contains no gifts for our 
trading partners nor any direct penalties. What is does contain is bargaining au 
thority for the U.S. negotiators to foster the expansion of world trade through 
the progressive reduction of barriers to trade "on a basis of mutual benefit and 
equity".

Some response should also be made to the incorrect statement oft-repeated in 
the Stevvatt, paper tuat the U.S. after being out-traded at the bargaining table 
has since failed to protect its rights under existing agreements. In fact, the
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United States has held other signatories to international agreements fully re 
sponsible for living up to the letter and the spirit of those obligations. We have 
neither the power nor the desire to be the economic policeman of the world but 
have vigorously protected our interests. Where there have been clear violations 
of the rules and U.S. trade has been disadvantaged, we have pressed our rights. 
Where the rules themselves are inadequate, we must construct new rules.

Subsection (d)
The trade bill states as one of its purposes :
"(d) To establish a program of temporary import relief to facilitate adjust 

ment of sections of the domestic economy adversely affected by increased im 
ports, consistent with anticipated multilateral safeguard rules being negotiated 
with other trading nations;".

A program of temporary import relief is necessary to ease the adjustment of 
individual industries to import competition. The protection is not permanent un 
der United States law because it has never been considered economically feasible 
to tax permanently domestic users of a product to pay for uneconomic production. 
It is justifiable for the U.S. economy to help bear the costs of adjustment over a 
reasonable period of time, but it would seriously injure the United States eco 
nomy to try to avoid adjustment by maintaining high trade barriers at the 
border.

The argument for high and continuing U.S. trade barriers is based on the 
dangerous ship-worn myth that the United States cannot compete. This has no 
basis in fact.

Relative labor costs are not a valid argument against a mutual reduction of 
trade barriers. The historical evidence is that United States industry is com 
petitive and that trends in recent years and currency realignments will make it 
more competitive. The economic facts are that over the last twelve years, manu 
facturing unit labor costs, measured in national currencies, rose less in the 
United States than in any of ten other countries with- whom we have the most 
trade. These unit labor costs reflect the relationship between hourly labor costs 
and productivity (output per man hour).

Recent studies by the Department of Commerce revealed that businessmen 
invested in foreign countries to maintain or increase their market share locally. 
Less than 7% of all sales by U.S. affiliated multinational companies are exported 
to the U.S. in spite of the lower wage costs overseas. Lower wage costs -were al 
most invariably regarded as not being a decisive factor in the investment deci 
sion. What counts most is profitability and sales.

Labor costs are only one cost element. There are also transportation costs, 
marketing costs, and other overhead costs. Manufacturing technology may cut 
some labor costs and, to a limited extent, management costs but without the 
external economies from a large nearby market and clusters of local suppliers, 
without the advanced transportation network and facilities, without advanced 
marketing technology and advanced management technology, all of which are 
characteristic of the U.S., cuts in labor costs will have little effect on the balance 
sheet. The advanced technologies of management, marketing, and transportation 
are not easily transferred. Higher non-labor costs in other economies often 
cancel out any labor cost savings. Neither low wages nor low unit labor costs, in 
and of themselves, determine profitability. Therefore it is a simplistic and 
erroneous notion to say that lower wage rates abroad require high tariffs at the 
U.S. border.

The Stewart paper only looks at one side of trade, U.S. imports and U.S. trade 
barriers. It ignores the fact that failure to negotiate reductions in foreign trade 
barriers penalize our exports, especially in areas where U.S. business is most 
efficient. This narrow, one-sided view, if it were adopted as U.S. trade policy 
would deprive the U.S. of its rightful share of the growth in world trade. As 
pointed out above, trade liberalization is occurring, but it is occurring on a 
regional basis and without U.S. participation. If the U.S. is to participate fully 
in the trade created by the removal of barriers, it must agree to the reduction 
of its barriers to foreign goods in return for reductions in foreign barriers to 
U.S. goods. There is no question that the longer we remain outside this process, 
the more real economic benefits the U.S. will forego.

Insofar as unfair tax or investment practices which distort trade are con 
cerned, the Administration is currently seeking tax legislation to curtail these 
practices. The Administration also will seek international rules which will re 
move these distortions.
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It is true that the exact content of the multilateral safeguard rules to be nego 

tiated are unknown at this time. This does not mean that the United States can 
or should wait until the outcome of international negotiations is known to legis 
late improvements in its domestic system of import relief. The existing system 
has not worked effectively. In fairness to domestic industries, and their firms 
and workers, amendments to the import relief provisions of the bill should not 
be delayed.

Subsection (g)
The proposed trade bill states as one of its purposes :
"(g) To provide additional authority for the President to facilitate his negotia 

tions with foreign nations to obtain for exports of American producers fair treat 
ment and equitable access to foreign markets;" Domestic authority should be 
distinguished from international rights of the United States. The proposed bill 
does not and cannot improve international mechanisms for the United States to 
protect its rights. These must be altered, as needed, through international negotia 
tion. Legislation can, however, improve the negotiating tools which the President 
should have when he seeks fair treatment for U.S. exports.

It is not claimed that the amendments sought to existing authority are marked 
departures from current law. The amendments are simply improvements in exist 
ing law. Section 301 is designed to enable the President to reach foreign subsidiza 
tion practices which adversely affect our exports to third countries. It also re 
moves the artificial distinctions that section 252 of the 1962 Act contained with 
respect to foreign practices which were unjustifiable as opposed to unreasonable 
or which burdened our agricultural exports as opposed to our industrial exports. 
Many of the proposed changes were adopted by the House and by the Senate 
Finance Committee in 1970.

It is an odd and weak argument to avoid making improvements in the law be 
cause it supposedly has never been used. An analogy to our defense arsenal in 
the military area is appropriate. These weapons are designed to be usable, but 
their existence makes their use less likely. Negotiating credibility demands their 
existence, not their use. Nor should the general absence of the imposition by the 
U.S. of retaliatory import restrictions be taken as a sign that the current author 
ity has been useless. The general adherence of countries to their international 
obligations is in part due to the certain knowledge that other countries are able 
to act to counter breaches of these obligations.

To summarize, there are two principal types of bargaining authority which 
the bill would provide. One of these is retaliatory authority which exists should 
the process of negotiations fail to remove unjustifiable, unreasonable, or dis 
criminatory trade restrictions. The other principal bargaining authority is that 
used for mutual reductions of barriers. This latter authority is not used to pay 
for market access already owed to the United States but solely to increase the 
amount of trade covered by agreements. The two authorities are very distinct 
and much of the confusion in the Stewart paper arises from an inadequate appre 
ciation of the proper uses for each type of authority.

Subsection (h)
The proposed trade bill states as one of its purposes :
"(h) To provide the President with more flexible authority to deal with mat 

ters affecting trade, including the full exercise of United States rights in the con 
text of international agreements and the use of temporary measures to deal with 
balance of payments disequilibria and to restrain inflation ;"

The Stewart paper objects to the purpose quoted above which relates to Title 
IV of the bill (p. 38). However, the paper states on page 113 that "the Trade 
Relations Council agrees that the President should have this type of authority 
and takes no exception to the substantive content of Title IV of the bill."

The case for enactment of the authorities contained in Title IV is clear. The 
means to restrict imports for balance of payments reasons is currently included 
in section 255 of the Trade Expansion Act, but it deserves to be clarified and 
made less rigid. The authority to carry out U.S. rights under, inter alia, Articles 
XII, XIX. XXIII, and XXVIII of the GATT (all involving the increase of U.S. 
import restrictions in order to maintain the bargained-for balance of concessions) 
likewise exists but is not flexible. The ability to enter into minor beneficial tariff 
agreements outside of periods of broad trade agreement authority would be 
likewise very useful. Section 404 provides authority for the payment of compen 
sation. The acceptability abroad of the imposition by the U.S. of import re 
straint^ to allow domestic industries to adjust depends on the ability of the
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U.S. to offer compensatory concessions to keep the balance of concessions under 
trade agreements. Finally, it is necessary to have the authority to suspend tem 
porarily during periods of inflation import restrictions on goods which are not 
available at reasonable prices.

TITLE I—AUTHORITY FOB NEW NEGOTIATIONS

Section 101. Basic Authority for Trade Agreements.
Except for the deletion of the arithmetic limitations on the President's au 

thority to reduce or increase rates of duty, the authority conferred on the Presi 
dent by section 101 of the trade bill is identical in substance to that conferred 
by section 350(a) (1) of the Tariff Act of 1930, as amended, and by section 201 
of the Trade Expansion Act. The deletion of the requirement that the President 
determine that U.S. or foreign import restrictions are unduly burdening and 
restricting U.S. foreign trade would effect no substantive change in the operation 
of this section, and merely reflects the fact that Congress would have made this 
finding already by passing the bill with the knowledge that it was the intent 
of the Administration to negotiate tariff reductions in return for trade conces 
sions by others. The purpose most directly related to exercise of the tariff au 
thority is contained in section 2 (c) which provides:

"(c) To stimulate the economic growth of the United States and enlarge 
foreign markets for the products of United States commerce (including agri 
culture, manufacturing, mining, and fishing) by furthering the expansion of 
world trade through the progressive reduction and elimination of barriers to 
trade on a basis of mutual benefit and equity".

This is very similar to section 102 (1) of the Trade Expansion Act of 1962.
The Stewart paper suggests that, contrary to the long established precedent 

in the trade legislation field, the President might intend to depart from seeking 
trade benefits for U.S. exports when he concludes trade agreements. This 
is not the intention of the bill.

The Stewart paper further suggests that constitutional problems are raised 
by the nature of the purposes set forth in section 2 of the bill and the fact that 
the President would be authorized to enter into agreements whenever he deter 
mines that the purposes of the Act will be promoted thereby. But Congress has 
used this basic formulation in all prior grants of trade agreement implementa 
tion authority since 1934: see section 350(a) (1) of the Tariff Act of 1930, as 
amended, and section 201 of the Trade Expansion Act of 1962. Every Court which 
has considered the question has held that the delegation of authority to the 
President in these statutes is constitutional: see, e.g., Star-Kist Foods, Inc. v. 
U.8., C.C.P.A., 1960, 275 F. 2d 472. In light of this, it may safely be concluded 
that the constitutional issue has been resolved, and that the language of the bill 
presents no problem in this area. The fact that new and additional purposes have 
been included in the present bill would not.affect the application of this well- 
settled legal principle.

The standards of trade bills heretofore enacted by Congress, which differ only 
in details from the present bill, have not proved beyond the capacity of the courts 
to interpret and construe, and there is no reason to believe that this bill will 
present diculties either. To suggest, as does the Stewart paper, that our system 
of checks and balances is endangered by the hill is simply inflammatory; tho 
Congress itself, which retains the ultimate control over commerce with foreign 
nations, can remedy any action taken by the President which it deems to be 
contrary to its intent through the enactment of the necessary legislation.
Section 102. Staging Requirements and, Rmm&ing Authority

The Stewart paper correctly notes the typographical error that the word "if" 
should be inserted in subsection (a), immediately before paragraph (1) thereof. 
Further, we would have no objection to the reinsertion of the words "for such 
articles" in paragraph fa) (1), although we believe the meaning is clear without 
it. The reference in this paragraph to section 101 (b) should, of course, be to 
section 101 (2).

Since the bill eliminates references contained in prior bills to "proclamation", 
it would be incorrect to change "action" to "proclamation" in paragraph (a) (1). 
We cannot agree that any uncertainty could exist regarding what constitutes 
*m "action" pursuant to section 102(2) : the action in question must he an action, 
such as a proclamation or an executive order, which is legally sufficient to affect 
duties in the manner prescribed in that section.
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The analysis of section 102(a) (2) contained in the Stewart paper is incorrect. 

The remainder of the reductions would not take place at one time. While the 
complexity of staging provisions is unfortunate, the reformulation of section 
102(a) (2) in the Stewart paper provides no greater clarity or accuracy than the 
proposed text, and is substantially longer.

The comment with respect to section 102 (b) suggests that the commentator 
does not understand the purpose of this section. Its purpose has nothing to do 
with nullification of a concession by another branch of the government, but 
rather with the tolling of the time period for implementation of a staged 
concession as a result of an import relief decision. It is a self-evident principle 
of law that Congress could not, by means of an omission, limit either a Court's 
power or its own to toll the staging process or to nullify the concession itself.
Section 103. Nontariff Barriers to Trade

This section represents the first effort to deal with the overall subject of 
non-tariff barriers in trade legislation in a meaningful way. 'It recognizes 
that, in light of the reduction in the levels of tariff rates over the years, some 
of the most significant barriers to international trade today are non-tariff 
barriers. No international negotiation can result in major improvements to 
the free flow of goods in international commerce which does not take into ac 
count the role and proliferation of non-tariff barriers.

The Stewart paper reveals a serious misunderstanding of the scope of section 
103 by the author. It is simply not true that all, or even a major portion, of the 
non-tariff 'barriers which exist have been imposed by other nations in violation 
of the rights secured and held by the United States under trade agreements. Most 
are consistent with international obligations, either because they are beyond 
the scope of existing agreements, or because they are within the range of excep 
tions to those agreements. The concept of course includes United States non- 
tariff barriers, which may have a significant inhibiting effect on trade.

The language proposed by the commentator for section 103(a) would 
seriously limit the scope of the section, and would in fact reduce it to a pale 
version of section 301 of the bill, without, however, providing the considerable 
remedies authorized by section 301 for dealing with violations by other countries 
of their international obligations toward the United States. Title III of the bill 
is the appropriate place for language concerning the President's right to deal 
with unfair and unjustifiable practices of other nations; section 103 is designed 
to provide negotiating authority for dealing with a variety of practices which 
may not be unfair in any respect, but which, nevertheless, constitute obstacles 
to the free movement of goods in commerce.

The same comments are in order regarding the proposed additional language 
for section 103(b). The suggestion that failure to mention existing unilateral 
authorities would be interpreted as "wiping the slate clean" with respect to 
existing violations of obligations owed to the United States is totally without 
merit, both as a principle of international law and as a statement of fact 
regarding the intent of the bill, as evidenced by the provisions of Title III.

The proposed language itself is deficient, in that it makes reference to section 
252 of the Trade Expansion Act of 1962, which is repealed by section 706(d) 
of the bill.

Subsection (c) of the bill would provide explicit authority for the President 
to implement agreements for the modification or removal of three specific types 
of non-tariff barriers. While this specific provision would be new, it should 
be noted that section 350(a) (1) (B) of the Tariff Act of 1930, as amended, and 
section 201(a)(2) of the Trade Expansion Act of 1962 both provide authority 
for the President to modify or remove "other import restrictions", that is, 
important restrictions other than rates of duty: this term is defined in section 
350(c)(l) of the Tariff Act of 1930, as amended, and in section 405 of the 
Trade Expansion Act as "a limitation, prohibition, charge, and exaction other 
than duty, imposed on importation or imposed for the regulation of imports." 
To suggest, as the commentator does, that the formulation in section 103(c) 
"carves out a startling exception" to the general provisions of section 103 is 
therefore off point; section 103(c) can be viewed as being considerably narrower 
a<id more precise than prior Congressional enactments on the subject. Because of 
the importance of non-tariff barriers in the forthcoming negotiations, it was 
considered important that the authorities of the President in this area be clearly 
spelled out, and that they not depend on the extent of the less exact phrase 
"other import restrictions", even though that phrase can be construed as being 
much broader than what is set forth in section 103 (c).
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Mr. Stewart cannot contend that Congress is not being given a thorough op 
portunity to consider and pass on the question of the Presidential authority 
requested in section 103(c). The barriers in question are clearly identified and it 
is for the Congress to judge wether this narrow area does not properly deserve 
to be treated separately from other kinds of nontariff barriers.

The Stewart paper makes a series of unsupported assertions concerning the 
adverse effect on certain producers of benzenoid chemicals as a result of the 
elimination of the American Selling Price (ASP) system of customs valuation. 
In 1970 the Administration presented economic data and other evidence to the 
Ways and Means Committee to show that the benzenoid areas referred to by 
Mr. Stewart composed an efficient and highly competitive chemical industry 
segment which was sharing the success in international competition enjoyed by 
the overall U.S. chemical industry. At that time, the Committee had before it 
an ad referendum agreement which would not only eliminate ASP but would 
have also made substantial reductions in the converted tariff rates on benzenoid 
chemicals in exchange for reciprocal concessions from other principal trading 
partners. Nonetheless, the House, at that time, decided to grant the President 
the authority to proclaim agreements repealing ASP subject to a Congressional 
veto procedure. An analysis of the international trade data on these commodities 
since 1970 confirms the continuing competitive health of those producers whom 
Mr. Stewart represents.

While, for the reasons set forth above, it would be totally inappropriate to 
require, as a condition for the abolition of the American Selling Price system 
of valuation, that comparable concessions be obtained solely in the chemical 
sector, it should be noted that section 103 (b) envisages the conclusion of agree 
ments on non-tariff barriers "on a basis of mutuality."

As in the case of the American Selling Price system, the paper attempts to 
suggest that the Congress is not being afforded an ample opportunity to consider 
the desirability of modifying or removing U.S. non-tariff barriers in the general 
field of marking of country of origin; such a contention .is without merit in view 
of the listing of this type of barrier in section 103(c), a section which will 
surely receive full Congressional scrutiny. The argument that "the fact that 
foreign interests desire to secure the elimination of such marking requirements 
is ... in itself a sufficient indication of the importance of such marking to the 
interests of the American consumer" is logically fallacious, ignoring, as it does, 
the expense and difficulty which could be involved in complying with present law 
in some cases. It is not intended that marking requirements be done away with, 
but that if they can be modified consistently with domestic interests and in a 
way desired by foreign countries, then there is the basis for a bargain in which 
the United States can obtain the reduction or elimination of a foreign barrier 
to our exports. It is obvious that the United States cannot obtain from others 
trade concessions on what we label foreign non-tariff barriers, if we do not 
reduce the incidence of U.S. practices about which others complain.

The Stewart paper, in suggesting that the period for Congressional review of 
non-tariff barrier agreements submitted under the provisions of section 103(e) 
be lengthened from 90 to 120 days, makes no reference to the fact that this 
section will require notification to the Congress 90 days 'before an agreement 
regarding a specific non-tariff barrier is concluded. It is not clear, either here or 
elsewhere in the commentary, that this aspect of the Administration proposal 
is understood. While the length of -time required by Congress for adequate 
consideration of the terms of a proposed agreement must be determined by the 
Congress, it should be recognized that the Administration proposal guarantees 
to the Congress an absolute minimum of 180 days to consider the question of 
removal or modification of particular non-tariff barriers.

Chapter 2—Hearings and Advice Concerning Negotiations Pursuant to Title I
Section 111. Tariff Commission Advice

Section 111 of the bill is substantially identical to section 221 of the Trade 
Expansion Act of 1962. This section Is designed to assure full consideration of 
the possible effect on domestic industry of proposed modifications in rates of 
duty. While the Stewart paper asserts that the proposed language does not per 
mit identification of particular product categories being injured by imports, it 
should be noted that the Tariff 'Commission is bound to advise the President on 
the effect of -modifications of duties "with respect to each article" on the list 
submitted by the President. Section 111 is not, and is not supposed to be, how-
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ever, a substitute for the import relief provisions of Title II of the bill, which 
deal clearly and directly with injury to domestic industries caused by imports.

Despite the assertion contained in the paper that concessions made by the 
United States during the Kennedy Round negotiations have caused deterioration 
of the competitive position of the United States, the Tariff Commission in scores 
of deterimnations on petitions for import relief and adjustment assistance has 
found lacking the requisite connection between tariff concessions and serious in 
jury or the threat thereof. The familiar fallacy of asserting that a condition is 
caused by an event merely because it follows the event, cannot prevail here in 
view of the specific determinations of the Tariff Commission. The assertions con 
tained in the Stewart paper are not supported on the record.

As a remedy for the imagined ills described by the paper, it proposes a return 
to the ponderous procedures imposed by sections 3 and 4 of the Trade Agreements 
Extension Act of 1951, with the addition of the further requirement that every 
trade agreement which reaches beyond the "peril point" must be submitted to 
Congress and subjected to a veto procedure similar to the optional procedure 
proposed by the Administration in respect of non-tariff barrier agreements. The 
peril point/veto procedure would, according to its proponent, apply in some 
fashion to agreements for the removal of non-tariff barriers under section 103(c) 
of the bill, though the method of application is far from clear. It is assumed that 
this proposal is an alternative to the paper's recommendation that section 103(c) 
be deleted.

The proposed section 111 (a) would require the Tariff Commission to report on 
the "limit to which such modification, imposition or continuance may be ex 
tended . . . without causing or threatening serious injury to the domestic in 
dustry producing like or directly competitive articles." But in the case of non- 
tariff barriers such as marking requirements, no single article is involved; the 
formulation of the proposal is thus confusing, and the Tariff Commission would 
require further guidance as to the appropriate subject of its report, where a 
negotiation is entered into requiring modification of one of the indicated non- 
tariff barriers.

The veto procedure proposed in the paper goes far beyond what Congress pro 
vided in the Trade Agreements Extension Act of 1051. The language proposed 
by the paper is inconsistent in various particulars with the veto procedure pro 
posed by the Administration in section 103; no reason is given for the dis 
crepancies. Once again, it appears that the author of the paper has failed to 
grasp the two-stage nature of the veto procedure; the reference in his proposed 
subsection lll(d) (2) (iii) to 'the "120-day period referred to in subsection (d)" 
would indicate that he does not appreciate the fact that this section provides for 
two such periods : one before conclusion of an agreement or, as here, before 
issuance of the "proclamation," and the other following transmittal of the agree 
ment to the Congress.

The Stewart paper's proposed section 112 is apparently an effort to extend 
section 111 to all agreements on non-tariff barriers. It is unclear why the non- 
tariff barriers to which section 103(c) refers are treated in proposed section 111 
rather than in proposed section 112. The relationship of this section to section 
103 of the bill is totally unclear. As presently drafted, where the President con 
cluded an agreement modifying a non-tariff barrier which in any way differs from 
the recommendation of the Tariff Commission, it must be submitted to Congress 
under a special veto procedure. All agreements, however, concluded under section 
103(d) of the bill must in any event be submitted to Congress under the veto pro 
cedure contained in section 103(e) of rhhe Administratalon's bill. The paper is 
therefore either suggesting that such agreements be submitted twice, or that sec 
tion 103(e) be dropped, with the result that agreements which do accord pre 
cisely with the advice of the Tariff Commission under proposed section 112 may 
be implemented without further consideration by the Congress.

From a negotiating standpoint, the procedure envisaged by proposed section 
112 is totally unworkable. The Tariff Commission investigation apparently may 
only commence after a "principal supplier" alleges that something is a non-tariff 
barrier. The Tariff Commission is required to investigate and report, appar 
ently on an article-by-article basis, on the extent to which such practice 
ro.ay be modified (presumably with respect to each individual article), within a 
Period of six months. In practice, this would mean that negotiations would begin, 
would be recessed for six months while the Tariff Commission conducted its in 
quiry, and then resumed on the basis of its findings. It is unlikely that any for 
eign country would be willing to negotiate under such conditions.
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It is unclear what would be required in the event the country proposing the 

modification of the non-tariff barrier were not the principal supplier of all com 
modities affected by it: would the investigation take place only with respect 
•to those commodities as to which such country was the principal supplier? Would 
any subsequent agreement have to be limited just to such commodities?

A further odd requirement of the Stewart paper's proposed section 112 is that 
the Tariff Commission propose what modification of domestic laws are neces 
sary to avoid serious injury to domestic industry. This may be an understand 
able concept with tariffs but not with non-tariff barriers. If the U.S. practice 
complained of as on NTBs is a lengthy customs form, is the Tariff Commission 
to examine all articles to which the form applies and if there is import injury 
with respect to some articles, recommend doubling the length of the form? Import 
injury should be dealt with as recommended in Title II of the Administration's 
bill and not by the harassment in devising new non-tariff barriers to trade.

Once again, the commentator has proposed an inapposite means of dealing 
with a problem because he has not understood the scheme of the Administra 
tion proposal. Notwithstanding the Stewart paper's assertion, it is the Con 
gress, and not the Tariff Commission, which is the body singularly appropriate 
to consider the effects of modifications in non-tariff barriers, since, with the ex 
ception of those referred to in section 103 (c) of the bill, many of these barriers 
have purposes unrelated to foreign trade. Before these barriers are modified, it 
will be necessary to balance the damage they do to the free movement of goods 
against the purpose which they were enacted to serve and the efficacity with 
which they serve it. For this reason, the Administration bill's veto procedure 
provides for advance notification to the Congress before the conclusion of an 
agreement which would require the modification of any non-tariff barrier, except 
those barriers listed in section 103 (c) which are exclusively and directly con 
nected with the act of importation itself.

Consideration of these questions by the Congress need not be accompanied 
by a formal hiatus in the negotiations; both the U.S. negotiators and their 
foreign counterparts are necessarily sensitive to the views and recommenda 
tions of the Congress, and the more so since the Congress will ultimately be called 
upon to review the agreement. 'From the standpoint of negotiation, the procedure 
of section 103 affords the best resolution of the need for flexibility in negotia 
tion and the requirement of Congressional control over commerce with foreign 
nations.
Section 112. Advice from Departments 
Section 113. Public Searings 
Section 114- Prerequisite for Offers

These sections of the Administration bill are in substance identical to sections 
222, 223 and 224 of the Trade Expansion Act of 1962.

The paper asserts, without support on the record, that the procedures of these 
three sections were entrusted to low level, non-responsibile officials who had 
no impact on trade policy. To cure this alleged defect, he proposes a wholly im 
practical statute requiring cabinet level officials, Congressmen and Senators, 
and presidential advisers to attend months of hearings, and requiring the persons 
who represent the United States in the trade negotiations also to be present at 
these hearings.

Aside from the simple impracticality of legislating who will advise the Presi 
dent in any given situation, the proposal raises a number of very serious ques 
tions. If a particular presidential adviser does not attend these hearings (or 
some of them), and thereafter offers advice to the President with respect to 
the negotiations, is 'the agreement with respect to which he gave advice void? 
If a negotiator resigns, and is replaced by a person who did not attend the 
hearings, would any agreement upon which he participates be invalid? These 
questions only begin to illustrate the total impracticality of this proposal.

The paper further proposes that representatives selected by industry be ac 
credited to the delegation -which conducts the negotiations on trade with foreign 
governments. Should Congress choose to enact such a statute, it would be creat 
ing a gaping hole in the legislation it has enacted to prevent conflicts of interest: 
(see 18 U.S.C. 208). Trade negotiations can be conducted by U.'S. Government 
employees who are experts with recent prior industry service, but it would be 
wholly inappropriate to have selections of United States representatives by 
industry.
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Proposed section 113 (c) is the same in concept as section 112 of the Adminis 

tration bill, except that advice furnished by the departments is to be furnished 
frankly and exclusively as advocates for particular special interests. Absent is 
any sort of representation of broader interests.

Proposed section 114 suffers again from the confusion introduced with the 
notion of "principal supplying country" used in connection with proposed agree 
ments on non-tariff barriers. Section 114(b), while generally similar to section 
114 of the Administration bill, could require quite unnecessarily that the same 
agreement be submitted to Congress a minimum of three times.
Section 201-203—Import Relief

Stringency of Import Relief Criteria
The focus of the Stewart paper's criticism is that the trade bill would provide 

only very narrowly circumscribed import relief. According to its analysis, relief 
will not be granted to domestic industries that are injured by a steady increase 
in imports but only to those experiencing sudden and massive increases. While 
the paper acknowledges the fact that the availability of import relief will be 
greater through the trade bill's deletion of the "link" to previous tariff conces 
sions, the paper nevertheless considers the shift from "major" to "primary" cause 
as a "distinction without a difference" since the petitioner still has the burden 
of establishing his case that imports caused the injury.

In fact, the provisions of the proposed Trade Reform Act represent a major 
liberalization of the import relief criteria. Of course the bill defines the param 
eters within which relief will be granted, otherwise it would be extremely unfair 
in its operation and offer no standards for its administration. It is not accurate 
in any way to characterize the intent of the provisions as being to circumscribe 
relief when they will accomplish the opposite. Relief has been too restricted in 
the past operation of the escape clause provisions of the Trade Expansion Act. 
The import relief provisions of this bill remedy this defect and will make import 
relief more readily available; but still, of course, only where the facts justify its 
use.

The provisions will not deny relief to industries on the grounds that imports 
have increased steadily, not suddenly and massively. The Tariff Commission is 
to investigate whether imports are the primary cause of injury whether or not 
there is market disruption. In his message accompanying the bill, the President 
described the need to provide relief for industries, seriously injured by sudden 
surges in imports. This description of a situation where relief would be necessary 
does not imply that relief would not be granted to industries injured by a steady 
increase in imports.

With regard to the "primary" cause criterion, the change from the current 
"major cause" requirement is significant. Major cause was not defined in the 
Trade Expansion Act but was interpreted by the Tariff Commission to mean 
greater than all other causes combined. The current trade bill, on the other hand, 
defines "primary cause" to mean "the single largest cause." This is a much lesser 
burden on the petitioner. Furthermore, where the market disruption test is met, 
the bill provides that a prima facie showing of primary cause shall be considered 
to have been made. Thus, where the Tariff Commission finds serious injury, or 
the threat of serious injury, a finding of market disruption will constitute prima 
facie evidence that increased quantities of imports of the like or directly com 
petitive articles are the primary cause of the injury or threat of injury.

Of course, for cases where market disruption is not found, the domestic indus 
try still must show a primary causal relationship between serious injury and 
increased imports. To do as the Stewart paper suggests, i.e., provide relief merely 
on the showing that increased imports "caused or contributed to" serious injury 
or threat thereof, would, in effect, establish a general relief program for domestic 
industry with an absolutely minimum relationship between imports and injury. 
Such is the case because, under this requirement, an industry experiencing a 
decline in profits, sales or employment during a period when imports of competi 
tive articles are showing any increase could probably demonstrate that such 
increased imports "contributed to" injury.

The likely result of such a program would be the erection of innumerable trade 
barriers, with the inherent deleterious effects on U.S. exporters and consumers, 
when international trade is not necessarily^the primary cause of an industry's 
difficulties. The costs to U.S. consumers and to efficient U.S. producers would 
be severe and the benefits, if any, to protected domestic producers, would be 
unwarranted.
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In this regard the Administration recognizes that it is in the national interest 
to ease the adjustment problems which can result from increases in imports. We 
feel that the safeguard provisions of the trade bill fully meet this responsibility. 
Furthermore, the "primary cause" provision relaxes the admittedly stringent 
"major cause" test without making the connection between imports and injury 
so tenuous that the underlying rationale for import relief is lost.

Amendment of the Market Disruption Test
Also in connection with the import relief criterior, Mr. Stewart proposes a ma 

jor amendment to the market disruption requirements which would enable a 
finding of market disruption in cases where imports are offered at prices "ap 
proximately the same as those of comparable domestic articles which have been 
depressed to that level due in whole, or in part, to the pressure of the prices of 
the imported article" as an alternative to the trade bill's requirement that the 
imported articles be offered at prices "substantially below those of comparable 
domestic articles." We believe that this factor is not appropriate for a deter 
mination of market disruption and could result in an excessive and unwarranted 
increase in the number of cases in which the relationship between increased 
imports and the serious injury would be incorrectly initially assumed.

The market disruption criteria, if met, are to be considered a prima facie 
showing that imports are the primary cause of injury. Situations in which im 
ported and domestic articles are comparably priced can hardly be considered 
prima facie evidence that imports have caused the serious injury. Indeed, the 
very term "market disruption" implies a severe disturbance of the domestic 
market which would not be likely to exist unless imports have a price advan 
tage. Were the domestic industry to show during the course of the investigation 
that attempts to meet import prices have caused serious injury, then the Tariff 
Commission could presumably find that import competition was the primary 
cause of that injury.

Restriction of Presidential Discretion
Another major revision of the proposed Trade Reform Act suggested in the 

Stewart paper is to require the Tariff Commission, after an affirmative finding, 
to determine '<the extent to which an increase in the tariff, or the imposition of 
quotas, or both" is necessary to remedy the injury or threat thereof caused by 
increased imports. The President would be required within 60 days to impose 
the relief recommended by the Tariff Commission and direct the Secretary of 
Labor to give expeditious consideration to petitions for adjustment assistance. 
As under the proposed trade bill, the President would have discretionary author 
ity to negotiate orderly marketing agreements with foreign countries which could 
replace other import relief measures. However, the Stewart paper adds that 
agreements would have to imnose limitations "consistent with the limitations on 
imnorts found by the Tariff Commission to be appronriate."

The proposals contained in the Stewart paper would require the imposition of 
the level of import relief recommended by the Tariff Commission. They would 
disallow any Presidential discretion to follow an alternative course of action 
based upon additional information concerning such matters as the probable 
effectiveness of the proposed import relief, the effect of such relief upon U.S. 
consumers, and the effect upon United States international economic interests 
in general. In short, the proposal makes import relief automatic without the 
President being able to bring to bear on this question a number of important 
concerns which require consideration.

An inconsistency contained in the Stewart paper is his reluctance to place 
discretion in the Tariff Commission to decide on whether the conditions for 
import relief are met (see p. 70) and an adversion to allowing the President to 
question the Tariff Commission determination. The combination of these factors 
suggests a desire to assure the granting of import relief generally without allow 
ing an informed and balanced judgment to be made as to whether it is in fact 
warranted.

Length of ReUef
Finally, we note that Mr. Stewart's proposals contain no provisions regarding 

length of relief, phase-out of relief and termination of relief. Barriers to im 
ports which may have been necessary on a short-term basis should not acquire a 
permanent status. The cumulative effect, with new barriers being added and old 
ones remaining, could be to drastically alter the negotiated tariff structure and 
hamper the growth of world trade, with injury resulting to American industry



2241

from foreign governments emulating the scheme proposed for the United States. 
The trade bill provisions, on the other hand, are designed to enable an orderly 
adjustment by industry to new competitive conditions without adding a per 
manent barrier to trade.
Sections 221-246

The Stewart paper offers no recommendations for change in the worker ad 
justment assistance provisions of the proposed trade bill.

The proposed adjustment assistance program contained in the trade bill is 
devised as a prudent provision for unforeseen circumstances. The existence of 
a contingency plan does not guarantee that the contingency will occur nor does 
it suggest the magnitude of any such contingency.

The provision for an adjustment assistance program in the Trade Reform 
Act of 1973 is not based on any predetermined estimate of job losses. In fact, 
if the past is any guide, many domestic industries will show employment in 
creasing concurrently with increased imports. Others, through changes in product 
mix or changes in production processes, have gained competitive strength from 
the impetus of increased imports.
Section 301

Section 301 of the proposed Trade Reform Act of 1973 is not a new provision. 
It is a consolidation and revision of existing section 252 of the Trade Expansion 
Act of 1962. There are several differences between section 301 and section 252 
of the TEA. Section 301 does not distinguish between foreign unfair practices 
which burden our agricultural trade and those practices which burden our in 
dustrial trade. Section 252 distinguished between these foreign practices and 
provided different degrees of reactions to them. If agricultural exports were re 
stricted the United States could react by imposing duties or other import re 
strictions on imports from the country involved. The duties which could be 
imposed had not statutory limit. However, if industrial exports of the United 
States were restricted, the United States action was limited to increasing duties 
up to the Column 2 rate. There is no justification for providing differing reac 
tions to foreign restrictions against our exports depending upon whether they are 
agricultural or industrial. This unnecessary distinction is therefore deleted by 
section 301 of the bill.

Section 252 also distinguished between foreign acts which were unjustifiable 
and those which were legal but unreasonable.

If the foreign restriction were legal but unreasonable the President would 
have to have due regard for the international obligations of the United States 
with respect to his actions against the foreign trade barrier. This requirement 
of due regard is changed to a requirement on the President to consider the rela 
tionship of his action under this section to the international obligations of the 
United States. The purpose of this change is to make clear that the President 
is not required to in all cases act in complete consistency with the international 
obligations of the United States. The change in this requirement reflects the 
need for reform of the international trade rules which may not in all cases 
clearly authorize those actions which must be taken in the overall national in 
terest of the United States. However, it is intended that the President depart 
from international obligations only in very rare cases where adequate interna 
tional procedures for dealing with unjustifiable or unreasonable actions are not 
available.

Another change from existing law is that the authority of the President is 
extended to cases where a foreign country provides subsidies or equivalent in 
centives on its exports to third country markets and these subsidized exports 
cause a reduction in sales of competitive United States exports in those third 
country markets. This new authority was adopted by the House in the 1970 
trade bill.

Section 338 of the Tariff Act of 1930 does provide useful authority against 
foreign countries which discriminate against the commerce of the United States. 
The Trade Reform Act of 1973 as proposed would not repeal section 338 of the 
193Q Tariff Act.

T?he proposed Trade Reform Act of 1973 provides an opportunity to review 
provisions of current law and improve them where improvements are called 
for. The purpose of section 301 is to improve upon existing section 252 of the 
Trade Expansion Act and make it a more credible bargaining tool. Its purpose 
is iXot for wholesale use against practices that the United States disapproves of. 

mere fact of its existence will be of great benefit. Existing law was too com-
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plex and rigid and did not fit the needs of trade policy management. Section 301 
represents a reasonable and useful revision of the trade laws of the United States.

The Stewart paper is incorrect in its statement that section 252 has never 
been used. When the European Communities established its common external 
tariff, it withdrew its tariff commitments on poultry and placed a variable levy 
on this product, injuring United States exports. The United States reacted by 
increasing duties to the statutory level on imports of potato starch, certain 
brandy, dextrine, and certain automobile trucks (Proc. No. 3564, December 19, 
1963).

In terms of the Stewart paper's analysis this was an example of a vigorous 
pursuant of United States rights. But ten years have passed and the result been 
reduced trade in the products covered by the EC's action and the U.S. reaction. 
Some products in the United States perhaps received unlocked for protection. Our 
exports did not improve. The conclusion to be drawn is that the success of our 
trade policy should not be gauged by the number of retaliatory actions taken 
against others. The successes occur when settlements are reached at the bar 
gaining table. The progress made at such negotiations depends in part on the 
ability of the United States to respond in the event of a failure to reach a solu 
tion. The existence of retaliatory authority, not its use is the important factor. 
Nothing can be deduced from a list of the times it has been used. Secion 301 
of the proposed trade bill strengthens the hand of the U.S. negotiator and should 
be adopted.
Section 310 Antidumping Act Amendments

Mr. Stewart stated that section 310(b) of the bill, in exempting the hearings 
which would be required by that section from specified provisions of the Admin 
istrative Procedure Act, indicates an attempt to create a specific record which 
would be subject to judicial review since there is no exemption from the judicial 
review provision. 5 U.S.C. 702. The omission of 5 U.S.C. 702 from the list of sec 
tions of the Administrative Procedure Act which would not apply to the hearing 
procedures was inadvertent. The Administration recommends amendment of the 
bill to specifically list that section.

Mr. Stewart also objected to the provision of section 310(b) which would make 
the transcript of the hearing and all papers filed in connection with an investiga 
tion the exclusive record for determinations by the Treasury or the Tariff Commis 
sion. He felt that the proposed language would limit improperly the record for de 
cision by excluding information developed independently by either agency. Again, 
there was no intent to so limit the agencies concerned or in any way restrict their 
present scope of inquiry. Clarification of this language would be useful. The Ad 
ministration recommends amendment of section 310(b) by substituting "informa 
tion developed" for "papers filed" on line 2 of page 51 of the bill.

Referring to section 310(a) of the bill, Mr. Stewart proposes deletion of lan 
guage which describes the practice of the current and prior Administrations, un 
der which withholding of appraisement is normally effective prospectively from 
the date of publication of notice thereof in the Federal Register. The language of 
the bill would retain the authority of the Secretary to order that withholding be 
retroactive to 120 days before the question of dumping was raised. Neither the 
language of the bill, nor Mr. Stewart's proposed amendment, would require retro 
active withholding of appraisement.

The bill is more descriptive of current practice than the language proposed 
by Mr. Stewart. The language of the bill is identical to that used in the identical 
section of the Trade Bill of 1970 (H.R. 18970). The Administration is opposed 
to the proposed amendment.

Mr. Stewart was critical of certain amendments which the bill proposed to make 
in the definitions of "purchase price" and "exporter's sales price" under the Anti 
dumping Act. He argued that rebated or remitted import duties or taxes imposed 
directly upon the exported merchandise should not be added to the price at which 
medchandise is sold to the United States since the foreign manufacturer has not 
had to pay such duties or taxes. First, it should be noted that the provisions re 
quiring the adding back to purchase price or exporter's sales price of rebated or 
remitted import duties are not new but remain unchanged from the enactment 
of the Antidumping Act of 1921. Second, the provisions requiring the adding back 
of rebated or remitted taxes imposed directly on the exported merchandise, while 
new, represent a tightening of the statute from its present requirement to add 
back taxes imposed "in respect to" the merchandise. As explained in the technical 
analysis of the bill, these amendments would narrow the range of taxes con 
sidered appropriate for adding back to purchase price or exporter's sales price 
and thereby tend to increase the incidence or size of dumping margins.
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The adding back of rebated or remitted import duties or taxes directly imposed 

upon the merchandise is a concept as old as the Act itself and essential to the 
attainment of proper price comparisons under the Act. If a tax is imposed in the 
home market of an exporting country and effectively added to the price of the 
merchandise there, the failure to add such a tax to the price of the merchandise 
to the United States, if it is rebated or remitted upon exportation, would distort 
any price comparisons and unfairly create or increase the size of dumping mar 
gins. It should be noted that rebates or drawbacks of import duties are author 
ized under U.S. law upon exportation of U.S. products.

Similarly we authorize under our law rebates, or exemption from, excise taxes 
upon exportation of U.S. merchandise. Typical examples are the excise taxes on 
tobacco and spirits. Mr. Stewart's proposal would alter a rule which is uni 
versally applied by all countries, so far as we are aware, including the United 
States. Accordingly, the Administration is opposed to the amendment suggested

j-l)y Mr. Stewart in this regard.
Mr. Stewart did not oppose the proposed amendment of the definition of

I exporter's sales price which would require the subtraction from the price at 
which the merchandise is resold in the United States to an unrelated purchaser 
any increased value resulting from a process of manufacture or assembly per 
formed on or with the use of the imported merchandise after its importation 
into the United States. However, he stated or implied that the present admin 
istrative interpretation of the statute excluded from is scope merchandise further 
manufactured and changed in condition or nature after its importation but before 
resale to an unrelated purchaser in the United States. This is incorrect. The

I Treasury Department currently treats such merchandise as subject to the Act 
(See 19 CFR 153.17), but, as explained in the technical analysis, desires the 
amendment to eliminate any questions about the subject.

*»— Mr. Stewart departed from the provisions of the bill to make two additional 
suggestions. First, he criticized the administration of the Antidumping Act, 
alleging that statutory authority to make adjustments for differences in circum 
stances of sale, quantity discounts, and differences between the merchandise 
sold in the home market and that sold to the United States, were heing abused. 
The Treasury Department and the Congress have recognized that, in making 
comparisons under the Act, unless those differences in the two markets directly 
affecting the price of the merchandise under consideration are filtered out, 
artificial dumping margins may be created or real ones go undiscovered. The 
Department has set forth regulations which strictly govern the making of these 
adjustments (19 CFR 153.7, 153.8, 153.9) and continually reviews them to 
assure that the making of such adjustments in no way distorts the purpose of 
the Act. As recently as January of this year, the regulations governing adjust 
ments for differences in circumstances of sale were amended to insure that only 
those circumstances which bear a direct relationship to the sales under considera 
tion will be taken into account. Further, the Department does not blindly accept 
claims for adjustment made by foreign manufacturers or exporters, but insists 
upon verification of each claim and carefully weighs contrary evidence supplied 
by United States interests.

In short, there is no basis for concluding that the making of these adjustments 
permits avoidance of the Act. On the contrary, they are essential to fair admin 
istration of the law. The Administration would therefore be opposed to any 
amendment which eliminates the authority to make such adjustments.

Second, Mr. Stewart criticized the Treasury for a recent decision, announced on 
April 23, 1973 (38 F.R. 1026), that in making fair value determinations under 
the Antidumping Act, sales of foreign merchandise in the home market or for 
exportation to third countries which are at prices less than the cost of produc 
ing the merchandise will not be disregarded in determining fair value simply 
because they are made at less than cost of production. Pursuant to a Federal 
Register notice raising this question, which was published nearly a year earlier, 
Treasury received many comments from interested persons and deliberated care 
fully before reaching its conclusion.

Since Treasury has considerable discretion under the Act in determining fair 
value (as opposed to the general absence of discretion in determining foreign 
market value for purposes of the actual assessment of dumping duties), it could 
have been decided to disregard sales at less than cost for purposes of deter 
mining fair value, and resort instead to the constructed value of the merchan 
dise as defined in section 206 of the Act (19 U.S.C. 165).

Following consistent policy, however, the Treasury determined that it would be 
unwise to adopt a method of comparison, for fair value purposes, which could
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result in determinations of sales at less than fair value in situations where, 
under the statutory standards, there would be no legal authority to assess dump 
ing duties. The Antidumping Act as currently phrased, does not permit sales at 
less than cost of production to be disregarded in determining foreign market 
value solely because such sale prices were below cost. And, if foreign market 
value can be found, there is no authority under the Antidumping Act to assess 
dumping duties unless sales prices to the United States are less than such value. 
This does not mean that below cost sales will automatically be taken into ac 
count, however. Section 205 of the Act (19 TJ.S.C. 164) sets forth certain stand 
ards which any sales in question must meet in order to be used in determining 
foreign market value. Among other criteria, such sales must be in the "ordinary 
course of trade" and not intended to create a "fictitious market." In many 
instances, sales at less than cost of production would be in other than the ordi 
nary course of trade or might, in certain circumstances, be designed to create 
a fictitious market for purposes of avoiding the Antidumping Act. In the absence 
of meeting statutory requirements such as these, Treasury feels it is obligated 
under the law, as currently phrased, to take into account below cost sales for 
purposes of making the necessary comparisons under the Act.

The Treasury has not, as Mr. Stewart alleged, "backed away from an intention 
to amend its regulations so as to make clear that" merchandise sold to the 
United States at less than cost of production is, per se, sold at less than fair 
value. Treasury recognized that a valid issue existed as to whether below cost 
sales in the home market or to the third countries must be disregarded, under the 
law, gave public notice of this pending issue, received coments, and deliberated 
carefully before making its decision.

The Administration believes it would be unwise to amend the statute, as Mr. 
Stewart suggests, so as to require that any below cost sales to the United States 
be considered at less than fair value. Situations exist in which below cost sales 
are normally made in all markets by all manufacturers, foreign or domestic. For 
example, manufacturers may typically sell damaged or "second" merchandise, 
obsolete or year-end models, or highly perishable merchandise at prices less than 
their fully allocated cost of production for limited periods of time. The Admin 
istration believes that selling practices such as these with regard to particular 
types of merchandise which are common to many countries, including the United 
States, and which are not used as a device to penetrate markets to which access 
could not otherwise be gained should not be penalized under the Antidumping 
Act.

The problem is not nearly so simple as Mr. Stewart implies in his statement 
and his proposed amendment of the Antidumping Act. For example, under varying 
accounting practices, all of which may be internationally acceptable, certain 
types of sales may, or may not, be below cost. Which practice is to be followed 
under such circumstances? What if U.S. accounting practices differ from those 
generally accepted in the exporter's home market? If the Treasury Department 
is to be placed under a legal obligation to examine in every, or almost every, 
instance whether sales are below cost, it cannot possibly meet the time limits 
set forth in Section 310 of the Bill.

The Administration is carefully studying these problems and hopes to be in a 
position to recommend to the Committee an amendment dealing with the sales 
below cost issue which will not create the serious administrative problems 
alluded to. Meanwhile, it opposes as unfair and administratively impractical the 
amendment proposed by Mr. Stewart.
Countervailing Duty Law Amendments

Mr. Stewart also was critical of several of the amendments to the countervail 
ing duty law contained in the Trade Reform Bill. In particular, he opposed the 
proposed new subsection (d) of section 303 of the Tariff Act of 1930 (19 U.S.C. 
1303) which would grant to the Secretary the authority to refrain from imposing 
countervailing duties in certain limited situations. Mr. Stewart argued that he 
authority proposed in subsection (d) (I), if enacted, would result in the imposi 
tion of countervailing duties in few, if any, cases. He assumes that the Treasury 
Department would employ this provision to emasculate or distort the purpose of 
the countervailing duty law.

The discretion would, of course, be used responsibly and would a^ply, as pro 
vided in the draft bill, to those situations where the imposition of a countervail 
ing duty "would result or be likely to result in significant detriment to the eco 
nomic interests of the U.S." To determine when such a situation existgd the Secre 
tary would have to consider a number of factors, particularly tho^e indicating
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that imposition of countervailing would have significant "adverse effects on the 
domestic economy. For example, he would consider such elements as whether 
countervailing would have a major, broad and serious negative impact on our 
trading relationships with foreign countries or have a significant inflationary 
effect in the United States without a corresponding benefit to the United States.

Mr. Stewart also criticized proposed subsection (d) (2) of section 303, arguing 
that significant injury can be done to domestic industry by bounty-fed merchand 
ise, the importation of which is limited by quota. The Administration agrees that 
the mere existence of quotas does not negate the possibility that quota-controlled, 
subsidized merchandise may injure U.S. industry. For that reason the proposed 
amendment does not exempt automatically such restricted merchandise from the 
application of the countervailing duty law, but allows the Secretary to refrain 
from imposing countervailing duties only if he determines that the quantitative 
limitation is an adequate substitute for the imposition of counervailing duties 
which would otherwise be mandated. The Administration does believe, and your 
Committee agreed in an essentially similar provision which was contained in the 
Trade Bill of 1970, that in certain situations the imposition of countervailing 
duties in addition to quota restrictions could amount to overkill and would not 
serve to defend U.S. industry in any significant way from unfair trade practices. 
Accordingly, the Administration strongly urges the retention of proposed subsec 
tion (d) of section 303.

Mr. Stewart also has noted that the injury standard proposed in section 330(a) 
of the bill, which would extend the scope of the countervailing duty law to duty- 
free merchandise but require an affirmative injury determination by the Tariff 
Commission before the imposition of additional duties on such merchandise, does 
not conform precisely with the injury standard contained in Article VI of the 
General Agreement on Tariffs and Trade. He felt that the injury test proposed 
in the bill is more severe than that contained in the GATT and proposed that 
the bill be amended to incorporate the GATT standard. There was no intent to 
propose a standard more severe than that contained in Article VI, and the Ad 
ministration would, therefore, have no objection to the amendment Mr. Stewart 
proposed.

Mr. Stewart concluded his discussion of the proposed amendments to the coun 
tervailing duty law by suggesting that the law be amended to specify that the 
term "bounty or grant" expressly include rebates or remissions of any internal 
tax in the country of production or exportation of imported merchandise and 
the amount of any difference in price of raw materials sold for use in the produc 
tion of goods for export in comparison with goods produced for consumption in 
the home market.

Responding to the second suggestion first, any bona fide discrimination in the 
price of raw materials of the nature described by 'Mr. Stewart presently would 
be considered by the Treasury to constitute a bounty or grant. No statutory 
amendment is necessary to accomplish the result he proposes. With respect to 
the rebate or remission of internal taxes upon exportation, the Treasury has 
long considered the rebate or remission of any tax not directly related to the 
exported product or its components to be a bounty or grant. On the other hand, 
for more than 70 years the Treasury has not considered rebates or remissions 
of taxes directly related to the exported product or its components to be bounties 
or grants. Examples of such taxes are customs duties or excise taxes, which the 
United States, as well as most foreign countries, rebates upon the exportation 
of merchandise so taxed.

In view of the fact that such taxes are traditionally paid by the consumer of 
the product, they are normally rebated or exempted upon exportation, since 
the products are not consumed in the country of exportation, but in the country 
of importation. In order to understand the thrust of Mr. Stewart's proposal, it 
is reasonable to examine what its impact logically would be on American ex 
ports. Alcoholic spirits are a typical example of a product subject to heavy excise 
taxes. When bourbon is exported from the United States, the consumer of the 
bourbon is in the importing country, not the United States. Tinder Mr. Stewart's 
Proposal, bourbon alternatively would be subject to the normal American excise 
t&x, even though it is not consumed in the United States, and then to an addi 
tional excise tax in the country of importation. In other words, under this 
a\ternative, Mr. Stewart is proposing that exported bourbon 'be doubly taxed, 
f<Sr surely he cannot expect the country of importation to exempt American 
bourbon from excise taxes to which locally consumed spirits are subject. On the 
other hand, if the United States continued to rebate excise taxes on its bourbon 
exports while countervailing the rebate or remission of excise taxes by foreign
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governments, we could fully expect similar countervailings against our rebates 
of excise taxes on bourbon. To put it differently, the United States cannot uni- 
laterally change the rules. This example explains some of the problems that 
can occur when simplistic, mandatory solutions are applied to complex issues. 

The Administration recognizes that, depending upon the particular circum 
stances, border tax rebates can sometimes be an area of concern. We oppose 
the amendment suggested by Mr. Stewart, however, because we do not believe 
it would advance efforts to redress the problems of which he speaks, but, indeed, 
would exacerbate them.
Section 350. Amendments to Section 337 of the Tariff Act

The Stewart paper opposes the proposed amendments to section 337 for two 
basic reasons. First, it states that the Tariff Commission is more expert in 
evaluating trade practices in import trade and their effect on domestic industry 
than is the Federal Trade Commission. And second, it suggests that a single 
expert agency should deal with a situation involving the utilization by a foreign 
industry of a combination of unfair methods of competition in penetrating the 
U.S. market, so as to enable relief to be granted more efficiently.

It should be noted at the outset that section 350 of the trade bill merely trans 
fers jurisdiction to investigate unfair methods of competition other than patent 
infringement cases to the Federal Trade Commission. It does not narrow the 
scope of practices which can cause an exclusion order to be issued. Virtually all 
of the cases brought under section 337 since its enactment in 1930 have dealt 
with patent infringement, in large part because several other statutes deal with 
other specific unfair practices, e.g., the Antidumping Act of 1921, section 203 of 
the Tariff Act of 1930 (countervailing duties), the Sherman Act, and the FTC 
Act. To the extent that unfair practices other than patent infringement, dump 
ing, and subsidization will take place in the future, they will1 probably be the 
same or at least closely related to those practices which now fall under the 
jurisdiction of the FTC.

It was thought, therefore, that it would be appropriate to transfer the regu 
lation of such practices to the FTC. However, as regards patent infringement 
cases, the considerable expertise that the Tariff Commission has development 
with regard to them since the enactment of section 337 warrants retention of 
jurisdiction by the Commission.

Under the Administration proposal, both the FTC and the Tariff Commission 
would have separate but not overlapping jurisdiction over practices now covered 
by section 337. The amendments about which the Stewart paper complaints are in 
fact designed to insure that applications for relief from unfair import practices 
are handled toy agencies with the greatest expertise and with the greatest possible 
efficiency.

TITLE IV——INTERNATIONAL TRADE POLICY MANAGEMENT

The Stewart paper agrees that the President should have this type of authority 
and takes no exception to the substantive content of Title IV of the bill.

TITLE V——TRADE RELATIONS WITH COUNTRIES NOT ENJOYING MOST-FAVORED-NATION
TARIFF TREATMENT

The Stewart paper suggests that section 505 be rewritten for clarity. It is not 
clear exactly what the proposed revision would accomplish.

Under section 505, the petitions filed in order to precipitate a Tariff Com 
mission investigation of market disruption would continue to be filed under sec 
tion 201 of the Act. Section 505 does not in itself contain any procedure for the 
filing of such petitions. Thus, the present language reads that "A" petition may be 
filed or a Tariff Commision investigation otherwise initiated under Section 201 
of this Act . . ." The amendment proposed by the Stewart paper would have 
petitions filed under section 505 with no procedures or guidelines provided in that 
section as to the requirements of the petition.

TITLE VI——GENERALIZED SYSTEM OF PREFERENCE

Title VI of the Administration bill would provide authority to the President to 
extend duty-free treatment to developing counrties on their exports of certain 
products.

The Stewart paper first proposes that the title be modified to permit "regional" 
preferences. Such language is not necessary, since the legislation as presently
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drafted technically would permit the President to limit beneficiary developing 
countries to countries of this hemisphere otherwise qualifying, or of any other 
region. This is not, however, the intent of the Administration proposal. The 
purpose of the legislation is to permit United States participation in a generalized 
preference scheme which includes most developing countries. This coverage of 
countries would be narrowed, however, under section 604(b) (2) and 605 (b) (2) 
of the bill which prevent the bestowal of beneficiary status on any country not 
eliminating before January 1, 1976, preferential treatment that it accords to 
the products of a developed country other than the United States.

The paper also proposes that the President be given authority beyond that 
reqeusted in the bill to establish intermediate rates of duty between zero and 
the most-favored-nation rate for the preferences. It proposes no standards to 
guide the President in determining the appropriate preferential rate; nor does 
it consider what consequential revisions would have to be made in the provisions 
dealing with import relief if this approach were adopted. This would be admin 
istratively burdensome and unnecessarily complicate the United States gen 
eralized preference scheme.

Finally, it proposes that the President be required to establish quotas on 
imports from developed countries of articles with respect to which preferences 
are to be granted—conceivably the vast majority of the manufactured and semi 
manufactured articles in the Tariff Schedules. Such legislation would be di 
rectly contrary to the international obligations of the United States, as con 
tained in Article XI of the General Agreement on Tariffs and Trade, and could 
not be justified under the terms of the GATT waiver for a generalized system 
of preferences. It would abso be contrary to the economic interests of the United 
States.

TITLE VII——GENERAL PROVISIONS

The Stewart paper suggests that section 706(d) be amended so as not to 
repeal either section 252 or 255 of the Trade Expansion Act of 1962. How 
ever, neither of these authorities contained in the Trade Expansion Act of 1962 
need be continued in view of section 301 and section 408 of the proposed Trade 
Reform Act of 1973. These latter sections contain completely without any omis 
sion all of the authority contained in sections 252 and 255 of the 1962 Act. The 
earlier sections are therefore made entirely unnecessary.

ADMINISTRATION COMMENTS ON MR. EUGENE STEWART'S TESTIMONY

Much of Mr. Stewart's testimony and recommendations can be summed up 
as follows:

(1) The U.S. negotiators in the Kennedy Bound did not achieve equivalent 
concessions from our trading partners.

(2) Those concessions that the United States did obtain in the Kennedy 
Round were negated by the increased use of nontariff barriers and unfair prac 
tices by our trading partners and the unwillingness of U.S. officials to use avail 
able means of redress in the GATT or under U.S. law, including the statutes 
providing for antidumping and countervailing duties.

(3) Consequently, the Kennedy Round tariff reductions resulted in the 
deterioration in the U.S. trade balance and the balance of payments.

(4) The declining trade balance, in turn, was a major cause of increased 
unemployment during the period 1967-1971.

(5) Trade policy should be more restrictive in the interests of U.S. economic 
welfare.

The Administration's comments on these matters are contained in the attach^ 
ments hereto.

(1) The United States did not receive reciprocity in the Kennedy Round.— 
Many of Mr. Stewart's conclusions concerning the effects of increased trade 
and his recommendations for changes in the Administration's Trade Bill derive 
from his assumption that:

"The United States expended enormous bargaining power in the form of tariff 
concessions on industrial products without securing the required access for our 
Exports of agricultural products through appropriate concessions by the EC and 
<tther developed nations: the deep reductions in import duties on industrial 
Products made by the United States were not reciprocated by concessions of 
Equivalent value applicable to U.S. exports of industrial products." (page 5)

The principle of reciprocity has been the cornerstone of multilateral nego 
tiations under the GATT in which all major trading nations make comparable
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reductions in trade barriers, yielding a multilateral balancing of concessions. 
In otber words, the sum total of trade concessions each nation received would 
equal the total of concessions it gave. However, there are no rules or principles 
for judging whether reciprocity has been obtained in a negotiation. Such a 
judgment is reached by each participant on the basis of what it gave to and 
received from all other participants. Obtaining agreement on this key point is 
the reason trade negotiations are long and difficult to conclude.

Trade concessions given and received are evaluated by a number of factors, 
such as depth of tariff cut, the trade volume affected, the trade potential of the 
item and many other considerations relating to the U.S. economy and to the 
economies of countries granting concessions.

In the Kennedy Round, the participants used primarily the linear technique 
for reducing tariffs, i.e. reducing each rate line by a common percentage. How 
ever, they also employed virtually all other negotiating techniques such as item- 
by-item negotiation, harmonization and sector negotiation. The vast complexity 
of the results of the Kennedy Round cannot be measured in total except by two 
methods, volume of trade on which concessions were granted and received and 
depth of tariff cut.

The table below summarizes the nonagricultural trade concessions which the 
United States received from and gave to major participants in the Kennedy 
Round. In terms of trade covered, the United States granted concessions on $4.9 
billion of imports from the main participants; in return, the United States re 
ceived concessions on $5.4 billion of its exports.

Nonaffrioultural Trade on Which the United States Granted and Received Tariff 
Reductions and Bindings in the Kennedy Round—Major Participants Only

[In millions of dollars]

U.S. imports from linear participants:
European Community_________________________——— 2, 094
Japan ___———______________________________—— 1, 441
United Kingdom_________________________________ 854

Total 1 ____________________________________ 4, 933

Linear countries imports from United States :
European Community____________________________—— 2, 791 
Japan___________________________________—— 932 
United Kingdom_______________________________—— 910

Total 1 ____________________________________—— 5, 406
1 Includes other BFTA countries.
These concessions resulted in the following percentage reductions (excluding 

the reductions in the ASP agreement) :

Percentage Reduction in Kennedy Round
European Community...._________________________———————— 34
Japan _______—_______________________——_———————— 39 
United Kingdom____________________________________———— 34
United States______________.___________________——— 36

Taken together, these tables indicate that overall the United States received 
tariff concessions on nonagricultural trade from its main trading partners which 
were approximately comparable to those that it gave.

The extent of trade concessions negotiated on agricultural products in the 
Kennedy Round was limited. Nonetheless, the following table shows that the 
United States received comparable concessions in agriculture to those that it 
gave. On temperate products the United States received total concessions on 
exports of $866 million vs. imports of $604 million on which it granted con 
cessions. The concessions we gave on tropical products, $256 million, were of 
importance primarily to developing nations.
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KENNEDY ROUND-CONCESSIONS ON AGRICULTURAL PRODUCTS 

[In millions of dollars]

Concessions Concessions
granted by received by

United States United States

Temperate products____ _ _ _ 604 866 
Tropical products.__...___.___.____....___..._._.......... 256 ................

Total................................................................ 860 866

These broad measures of reciprocity, admittedly not perfect, indicate fairly 
clearly that insofar as the depth of tariff reductions made and the volume of 
trade affected are concerned, the United States came out fairly well in the Ken 
nedy Bound.

(2) Tariff concessions granted to the United States have tteen negated, by non- 
tariff barriers.—Mr. Stewart refers to the "host of nontariff barriers and other 
discriminatory arrangements which inhibit equitable access for U.S. exports 
to the markets of other countries." His testimony infers that these burdens on 
U.S. trade are greater than U.S. nontariff barriers are on the trade of other 
countries and that these nontariff barriers against U.S. trade have increased 
in recent years.

It is certainly true that preferential trade arrangements, particularly by the 
European Community with other countries, have proliferated in recent years. 
These arrangements are prejudicial to U.S. exports because they can result in a 
diversion of sales from United States to preferential suppliers. One of the rea 
sons for the request of tariff authority in the Trade Reform Act of 1973 is to 
deal with this problem. The adverse trade effects of these arrangements would 
be reduced or eliminated "with the reduction or elimination of foreign tariffs.

It is also true that nontariff restrictions by foreign countries on agricultural 
products have increased. The Common Agricultural Policy of the European Eco 
nomic Community is a prime example of such increased foreign protection. It 
is difficult, however, to make the same case for foreign restrictions on indus 
trial products. With the reduction of tariffs, nontariff barriers have become 
relatively more important restrictions on trade. However, it .does not appear that 
foreign nontariff barriers -have increased absolutely. On the contrary, quantita 
tive restrictions on industrial products of export interest to the United States 
have virtually disappeared in Europe and there, has been a large rollback of such 
restrictions imposed by Japan. On the other hand, foreign countries have ac 
cused the United States of increasing its quota restrictions in recent years and, in 
particular, have cited export restraints .on such products as steel to illustrate 
their case.

In a general series of comments before he turned to a Title-by-Title analysis 
of the Trade Reform Act, Mr. Stewart criticized the administration of the Anti 
dumping Act and countervailing duty law by the Treasury Department charging 
"that the vigor with which the Antidumping Act was briefly enforced by Secre 
tary Connally and Assistant Secretary Rossides has been substantially dimin 
ished under the policies of the current officials responsible for the enforcement 
of the Act."

In support of this contention, Mr. Stewart referred, among other items, to pro 
posals for changes in the Antidumping Regulations which, in his opinion, were 
substantially weakened when finally promulgated by the Department on Decem 
ber 4, 1972. Mr. Stewart failed to note that the regulations as promulgated were 
approved by Assistant Secretary Rossides.

Referring to this same subject, Mr. Stewart charged that the amendment 
to the Antidumping Regulations initially proposed by the Treasury Department 
in April 1972 had, "as its most important provision a requirement that differences 
in circumstances of sale which would be recognized as a basis for making an ad 
justment in the home market price would be limited to those 'directly related' 
to the sales of merchandising under consideration." "Regrettably," Mr. Stewart
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stated, "the Treasury Department 'backed away' from the 'direct relationship' 
requirement, and the principal provision which would have validated the Depart 
ment's assertion that the purpose of the amendments was to defend United States 
industry effectively against unfair international trade practices in the dumping 
area disappeared."

Mr. Stewart failed to note that the amendments of the Antidumping Regula 
tions issued by the Treasury Department do, in fact, require that circumstances 
of sales be directly related to the sales of the merchandise under consideration. 
Mr. Stewart's objection to the reregulations as finally issued is presumably re 
lated to one minor issue concerning allowances for expenses for general adver 
tising of a particular product under investigation. The Treasury Department de 
cided that adjustments for certain types of advertising expenses should be 
allowed if properly verified, in contrast to the initial proposal which would have 
disallowed any adjustments for advertising expenses. Treasury's decision was 
based on the fact that general advertising of a particular product, while possibly 
not directly related to specific sales in the home market, has a significant im 
pact on subsequent sales. Under the regulations, as finally issued, expenses for 
general advertising for a company or brand name which does not feature the 
particular product under investigation and expenses based upon bad debts now 
are disallowed for the first time. In short, the amendment of the section of the 
Antidumping regulations to which Mr. Stewart objected, 19 C.F.R. 153.8) re 
flects a significant tightening of the Treasury's earlier practices with respect 
to adjustments for circumstances of sales.

Mr. Stewart also criticized a recent decision by the Treasury Department 
concerning the treatment to be given sales made in foreign home markets or to 
third countries at prices less than the cost of produtcion of the merchandise 
involved.

This decision is explained in depth in another paper in response to Mr. Stew- 
art's more detailed criticisms of this decision in the course of his specific discus 
sion of the proposed amendments to the Antidumping Act. It is sufficient to say, 
at this point, that the decision of the Treasury w^as dictated by the language of 
the statute itself and considerations of sound administrative practice under the 
statute, not by any desire to "accommodate foreign manufacturers in their strate 
gy of exnlaining away margins of dumping . . .," as Mr. Stewart alleges.

'(3) The Kennedy Round tariff reductions were a> major cause of the trade de- 
flet.—Mr. Stewart notes that the Kennedy Round reductions began in 1968 and 
that the chart on page 11 of his testimony "shows quite dramatically how during 
this period U.S. imports were stimulated to a rate of increase which substantial 
ly exceeded the rate of growth of U.S. exports. The consequence, as shown by the 
chart, is the plunging trade balance . . ." His analysis implies that the Kennedy 
Round concessions are the main, if not the only, cause for the deterioration in 
the U.S. balance of trade. What he fails to point out is that the trade balance had 
been declining since 1964 as the following table indicates. Moreover, it had re 
covered substantially in 1970 before the crises of 1971. Furthermore the Kennedy 
Round reductions did not begin to go into effect until 1968, and were staged over 
a period of five years.

U.S. Merchandise Trade Balance

[In billions of dollars!

1960__________________ 4.6 1967__________________ 4.1
1961 __________________ 5.5 1968__——__________- -8
1962__________________ 4.5 1969___-_____________ 1-3
1963 __________________ 5. 3 1970 __—_____________ 2. 7
1964__________________ 7.1 1971__________________ —2.0
1965 ________ _ _______ 5. 3 1972 __________________ —6. 5
1966 __________________ 3.9

Source: US Bureau of Census.
The Kennedy Round reductions can neither explain the deterioration in the 

trade balance between 1964 and 1968 nor the recovery in 1970. The principal 
causes of the deterioration in our balance of trade (and payments) are general 
ly held to be U.S. inflation, excess U.S. demand, changes in relative prices between 
the United States and our major trading partners, changes in relative produc 
tivity, and the overvaluation of the dollar.

Although economists have examined a number of factors that influence the 
level of trade, most agree that the major influences are the 'growth of income here 
and abroad and, secondly, the relative level of prices of U.S. and foreign goods.
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Other important factors may be changes in tastes, degree of capacity utilization, 
technological factors and so forth. Studies by the staff of the Federal Reserve 
Board using static statistical methods for determining the relative importance 
of various trade factors have shown that "the entire deterioration of the trade 
balance from 1964 to 1969 can be explained by the excess demand and price in 
flation that prevailed in the United States during that period. The trade deteriora 
tion caused by inflation has been on the import side." That the growth in U.S. 
income is the major determinant for the level of U.S. imports can be shown by 
nothing the relationship between changes in current dollar GNP and changes in 
imports.

TABLE l

1960-64 1965-70 1970-72

Average annual change in GNP
Average annual change in imports

5.8
...... 5.7

7.5
13.5

8.6
17.9

In the period 1957-1969, the percentage growth in imports exceeded the per 
centage growth in nominal GNP when the GNP growth exceeded 7 percent. In 
the period 1964-1969 GNP grew by more than 7 percent in every year except 1967, 
and in that period imports grew more rapidly tha GNP in every year except 1967. 
Imports grew particularly rapidly in 1966 and 1968. In 1966, GNP grew by 9.5 
percent and imports by 19.5 percent. In 1968, GNP grew by 8.5 percent and im 
ports by 22.4 percent.

The impression given by these figures correlates well with additional simula 
tions conducted by the FRB staff which show "if the United States had followed 
a noninflationary growth path from 1965 onward . . . the U.S. trade balance 
in the first half of 1969 would have been almost $3 billion larger than it was in 
fact." Furthermore, if noninflationary growth was assumed for both the United 
States and Canada, but full employment growth for other countries, the U.S. 
trade balance would have been $5 billion higher than in the first half of 1969.* 
In other words, the trade balance would have been maintained at near its 1964 
peak.

Similarly, the 1970 recovery in the balance of trade is best explained by 
divergent trends in GNP and prices in the United States and abroad and not 
by the continuing reductions in the U.S. tariff rates. 1970 was a year of excep 
tionally low U.S. demand (real growth was a negative 0.6 percent, nominal 
growth 4.8 percent) ; foreign demand was strong and prices abroad were rising 
at a more rapid rate than the average during the past decade ; and there was sub 
stantial idle capacity in the U.S. economy.

An examination of the correlation between our trade balance and export price 
and productivity indexes is revealing. Mr. Stewart, in using the 1967-1971 pe 
riod for analysis of the deterioration in the trade balance, has adopted too re 
stricted a timeframe for analytical purposes. A valid economic analysis would 
examine both the period when the U.S. trade surplus was large and growing 
(i.e. 1960-1964) and the period of declining surplus (1965-1969). From such an 
analysis a clearer understanding of the deterioration in our trade balance 
emerges. Contrary to Mr. Stewart's contention that "the decline in the fortunes 
of the United States in foreign trade cannot be attributed to any failure on the 
part of the United States industry effectively to control its unit labor costs," the 
U.S. industry did, in fact, exhibit a poorer price and productivity performance 
relative to our major trading partners.

TABLE 2.-AVERAGE ANNUAL PERCENTAGE CHANGES IN UNIT LABOR COSTS IN MANUFACTURING INDUSTRIES

Country 1960-65 1965-70

United States........ .... .

Japan ___
Canada.........

Sweden. ...
Switzerland..

„

....-.. — ..-..._..._._- -0.7
......... ...... 3.9

...--..--....-... ..-..-. 4.3
-.9

............_.........._._ 2.4

.........._...... ....... 2.0

...._.................__.. 5.2

3.9
2.9
.8

4.6
3.8
2.5
0

*F. Gerald Adams and Helen B. .Tunz, "The Effect of the Business Cycle on Trade Plows 
Industrial Countries." Annual meeting American Finance Association, 1970.
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Specifically—

Unit labor costs in manufacturing—virtually stable in the United States 
in the first half of the 1960s—increased rapidly between 1965 and 1970.

U.S. unit labor costs in manufacturing actually declined between 1960 
and 1965 while the unit labor costs of our leading competitors rose 20 percent. 

Between 1965 and 1970, on the other hand, U.S. unit labor costs, in manu 
facturing rose by 21 percent, while our competitors' unit labor costs increased 
only 15 percent. U.S. unit labor costs did improve relative to our competition 
in the period 1970-72. This can be expected to work its way through in the 
form of a favorable iinpact on the U.S. balance of trade.

Relative price information tends to confirm the picture given by the unit labor 
cost data. During the 1960-1964 period, U.S. prices rose more slowly than those 
abroad; between 1965-1970 U.S. prices, as measured by changes in the wholesale 
price index, rose by a greater percentage than all but three of our competitors.

TABLES.—CHANGES IN UNITED STATES AND FOREIGN WHOLESALE PRICES (AVERAGE ANNUAL RATE OF CHANGE)
WEIGHTED BY U.S. EXPORTS'

1960-65 1965-70

Weighted foreign wholesale price index...___..._._........__....___ 8.6 12.9
U.S. wholesale price index....____________________________ 2.2 14.3

i Includes EC member states, United Kingdom, Sweden, Switzerland, Japan, and Canada weighted by share of U.S. 
exports.

Mr. Stewart's use of 1971 as the terminal year in his analysis distorts the 
statistical evidence and results in erroneous conclusions.

The trade developments of 1971 and 1972 will always be difficult to analyze. 
1971 was a year in which "special factors" such as devaluations and the threat 
of devaluations as well as strikes and the threats of strikes exerted dominant In 
fluences on the U.S. trade performance. The underlying overvaluation that had 
existed much longer but which had been hidden by the extraordinary strong price 
and productivity performance of U.S. industry during the early 60s was revealed.

Hendrik Houthakker, testifying before the Joint Economic Committee in 1963 
said, "This overvaluation is at the heart of the American balance of payments 
problem . . . the dollar is probably overvalued by some 15 to 20 percent with re 
spect to most European currencies."

The currency realignments of 1971 and 1973, restored the dollar to a more 
realistic value relative to other currencies and promise substantially to improve 
the international competitive position of the U.S. We are already beginning to 
see the consequences reflected in our trade account, which has improved each 
month this year and was in surplus in April.

It should be clear from the foregoing analysis that the principal causes for the 
deterioration in the U.S. balance of trade and recent improvement, although 
complex, do not include the effects of tariff reductions negotiated during the Ken- 
nedy Round.

(4) The Trade Balance and Employment in the United States.—Introduction : 
Mr. Stewart contends that the increased trade deficit was a major cause of the 
increase in unemployment during the period 1967-1971 and that "two-thirds of 
American industry . . . have suffered as a result of the import and export 
trends. . . ." As shown in the previous section, the Kennedy Round concessions 
did not cause the deterioration in the balance of trade.

The relationship between international trade and employment is far more tenu 
ous than indicated by Mr. Stewart's testimony. The level of employment is de 
termined by the overall level of spending in the economy. Since total imports 
are less than 5 percent of gross national product, it is not surprising that the 
likely effect of trade on employment is modest. This can be seen by comparing 
some recent trade and employment data and by noting that such factors as 
productivity increases and net labor force accretions force more substantial 
adjustments on the economy than do changes in the trade balance.

Trade and Employment Data: The period of analysis chosen by Mr. Stewart, 
1967-1971, encompasses both an expansion (1967-1969) and contraction (1970- 
1971) phase of the business cycle. If we divide the period into these two phases, it 
becomes clear that changes in the trade balance do not have a significant impact 
on changes in the level of employment or in the unemployment rate. Table 4 
provides selected employment, wage, and trade balance data for the two phases 
of the 1964-1971 period. The 1964 starting year was selected because it marks the 
beginning of the expansion phase that ended in 1969.
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TABLE 4.-SELECTED EMPLOYMENT, WAGE AND TRADE BALANCE DATA, 1964-71

Year

Expansionary phase: 
1964.....................
1969...............

Change.. .........

Contraction phase: 
1969-—............. . .
1971--- — ...............

Change... .. .

Wage and 
salaried 

employed in Unemployment 
Employed manufacturing Trade balance rate (percent) 

(thousands) (thousands) (millions) of labor force)

—— —— —— 69,305
.----......-- 77,902

............. +8,597

... .... ... — 77,902

... ..... ... - 79,120

... ....... — +1,218

17, 274 
20, 167

+2, 893

20, 167 
18, 529

-1,638

$6, 831 
621

-6,210

621 
-2, 689

-3,310

5.2 
3.5

-1.7

3.5 
5.9

+2.4

Source: Economic Report of the President, 1973.

During the 1964-1969 expansion the total number of individuals employed as 
well as the number of individuals employed in the manufacturing sector regis 
tered impressive gains while the unemployment rate fell substantially. These 
changes were accompanied by a deterioration in the trade balance, the excess of 
exports over imports, of over $6.2 billion. That is, during a period of increased 
employment and reduced unemployment merchandise imports increased by $6.2 
billion more than merchandise exports.

During the 1969-1971 contraction, total employment continued to rise, but the 
number of individuals employed in the manufacturing sector fell while the over 
all unemployment rate increased. These employment changes were accompanied 
by a $3.3 billion deterioration in the trade balance.

Quite clearly, the 1964-1971 data permit no conclusion of a significant impact 
of trade on employment. In each period, 1964-1969 and 1969-1971 the trade 
balance deteriorated, but the employment indicators moved in opposite directions 
in the two periods. If additional evidence is required one need only observe that 
the biggest increase in imports over exports of the two periods, 1964-1969, 
occurred when employment was increasing and the unemployment rate was 
falling.

By choosing the 1967-1971 period, which spans the transition of the economy 
from expansion to contraction, Mr. Stewart has presented a distorted picture of 
the effect of trade on employment. A close look at his tables will show that U.S. 
employment actually increased by 3.5 million between 1967-69, and that the 
major increase in unemployment occurred during the 1970-71 economic down 
turn, although the rate of unemployment began to increase in late 1969.

An examination of the 1970-71 recession period shows that imports were not 
a major factor causing increased unemployment. Lawrence Krause of the Brook- 
ings Institution has estimated that the net loss in our trade balance during this 
same period accounted for only 16,600 of the individuals becoming unemployed or 
less than one percent of the 2.0 million increase in unemployment. 
Relative Unimportance of Trade Induced Changes

Another way of demonstrating that trade has no more than a modest impact 
on employment is by noting that trade induced changes are small and unimportant 
compared to the changes, which the economy must regularly absorb, that are 
induced by productivity increases and labor force additions. On average, labor 
productivity increases by about 3.0 percent annually. This means that 3.0 percent 
fewer workers would be required to produce last year's volume of output this 
year.. In addition, the labor force grows by about 1.7 percent per year.

Assume that the economy is "frozen" and that it makes absolutely no adjust 
ment to the productivity and labor force increases occurring each year. Individuals 
are thrown out of work because the economy, by assumption, does not adjust to 
the changes. This would mean that roughly 4.7 percent (3.0 percent from produc 
tivity increase and 1.7 percent from labor force additions) of the labor force 
would be added to the rolls of the unemployed each year.

Of course this does not happen. One does not observe a long term increase in 
the unemployment rate in which an additional 4.7 percent of the labor force is 
added to the pool of tlie unemployed each year. The increase does not materialize 
because the economy does adjust to these rather significant changes. A fortiori,
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the economy adjusts to the relatively small trade induced changes so that ex 
panded trade has little, if any, impact on the level of employment.
Import Penetration

While claims that imports are a major cause of aggregate unemployment can 
not be supported by available evidence, imports are indeed capturing an increas 
ing share of the American market. Much of Mr. Stewart's analysis, including his 
statistical appendix, seizes upon the increased import share of the domestic 
market as a source of major concern.

However, it should be noted that the phenomenon of imports increasing as a 
percentage share of domestic markets is not confined to the United States. As 
the following table shows, imports have been increasing relative to the production 
of goods in other industrial countries as well as in the U.S. over the last decade.

TABLE 2.—IMPORTS AS A PERCENTAGE OF GOODS PRODUCED, SELECTED COUNTRIES, 1960-71

1960.............
1966........... .
1970.............
1971..........

United 
States

..... 8.5

..... 9.9

..... 13.4

..... 14.7

Germany

27.7
31.0
33.6
32.5

France

21.4
25.8
30.2
N A

United 
Kingdom

47.3
45.9
56.4
56.3

Canada

27.6
29.3
30.4

IN. A.

Japan

43.8
51.0
58.0
59.2

> Not available.
Source: U.S. Department of Commerce.

While increased import penetration is consistent, in the aggregate, with in 
creased U.S. employment and income, it is true that increasing imports have 
contributed to declining employment in several specific industries. Recent testi 
mony indicates that:

"We import 100 percent of our 35 mm cameras, all of them. We import 96 per 
cent of our magnetic tape recorders. We import 70 percent of our portable type 
writers and more than 50 percent of our black and white television sets."

And some recent testimony on employment consequences in particular indus 
tries : "Some industries are particularly hard hit. For example, employment of 
production workers in the consumer home entertainment electronics industry 
has declined from 128,600 to 96,000 since 1966 as imports continue to rise."

These are striking figures. They manifest one of the consequences of compara 
tive advantage, that some industries face growing import competition while 
others expand exports.
Conclusion

Worker dislocations arising from increased imports are part of a more general 
pattern of unemployment that is characteristic of a free and open economy. Just 
as one employs monetary and fiscal policies to maintain aggregate employment, 
trade policy should include tools to assist individuals in adjusting to trade in 
duced changes. The administration's trade bill recognizes that the individuals 
who bear the major costs of adjustment from trade deserve priority attention. 

Two remedies to ease this burden are included in the administration's bill. A 
safeguard mechanism would allow for the imposition of temporary restraints 
when imports create distress for a particular industry or region. Adjustment 
assistance would provide for financial relief and readjustment of workers suffer 
ing from or threatened with trade induced injury.

Our analysis of a number of major industries affected by trade flows indicates 
that Mr. Stewart's policy recommendations would result in lower wage jobs at the 
expense of higher wage jobs. This amounts to an income redistribution policy 
that hardly can be supported as good public policy for either the American 
worker or the future dynamic growth of the U.S. economy.

(5) Trade and U.S. Welfare.—It is essential that we distinguish policies that 
may benefit a few Americans at the expense of the many from nolicies that 
benefit the majority of Americans. The generally restrictive policies advocated 
by Mr. Stewart might indeed benefit some industries, but only at the cost of de 
creased welfare and lessened ability to compete for the majority of Americans. 

There are numerous benefits that flow to the economy from increased trade and 
economic growth. As the last section indicated, more and higher paying jobs are 
a consequence of this process. As has often been pointed out, in testimony be 
fore this committee, consumers also benefit. Many Americans remember fondly



2255

the small neighborhood store which has been largely displaced from the U.S. 
urban scene by the growth of the supermarket. While many of us might have 
preferred the friendly, neighborhood character of these stores, few were willing 
to pay the higher prices that their small volume necessitated or accept the limit 
on consumer choice that their small space dictated. Few of us have advocated 
that restraints be placed on the growth of supermarkets, especially if our in 
comes were limited and we needed to economize on our expenditures.

Yet Mr. Stewart's proposals for limiting trade would have essentially the 
same effect as if we tried to limit the change from small stores to supermarkets— 
higher prices and less choice—the burden of which would fall more heavily on 
those least able to afford it, the aged, the welfare recipients and the poor. A re 
cent study indicates that the burden of tariff and nontariff protection in the 
United States falls disproportionately more heavily on the poor and disadvan- 
taged.* This is so because a greater percentage of the poor's income is spent on 
items that they are forced to purchase at higher prices than would be the case 
if there were more trade liberalization.

There are those who argue that the United States is rich enough to afford these 
inefficiencies and that a few pennies more spent by the average consumer is a 
small price to pay to maintain certain industrial plants and the jobs associated 
with their production. The implications of this policy are, however, of a more 
serious nature. By limiting trade the United States could worsen the predica 
ment from which such a policy obstensibily tries to extricate us. Reducing the 
growth of trade diminishes the stimulus to efficiency within import competitive 
U.S. industries, and results in increased prices of both domestic goods and 
exports, thereby further weakening our competitive position in international 
trade.

How might this happen? To the extent that import restraints, say on steel or 
electronic components, allow the U.S. price of these inputs to rise above the world 
price, these items become more expensive to producers who use Steel and elec 
tronic components in the manufacturing process—for example, agricultural trac 
tors or certain types of industrial machinery. This added cost becomes incor 
porated into the price of the final tractor and electrical machinery, thus raising 
both its domestic and export price. When restraints arc levied across the board 
on a number of products this process is multiplied, affecting not only the prices 
of individual products but the entire price structure of the U.S. economy. Some 
economists have calculated that U.S. import restraints could add 2 percentage 
points to the wholesale price index. At a time when the economy is nearing capac 
ity constraints in several areas and prices are already rising at too rapid a pace, 
the additional stimulus to inflation caused by trade restraints could be con 
siderable. The result could be a repetition of the relative slow rates of produc 
tivity growth, high unit labor cost increases and the resultant decline in our bal 
ance of trade that we experienced in the late 1960's. This, in turn, would lead 
to more pressure for more trade restraints, further exacerbating the situation.

These economic forces would be set in action even if foreign nations did not 
take retaliatory steps. However, we would have to expect they would. Reciproc 
ity is the basic rule of international trade. Political and economic considerations 
in a number of countries would force retaliatory action. Are our export indus 
tries willing to accept limits on their shipments to some "representative period" 
and is Congress or the Executive likely to accept such limits without demands 
for further retaliatory action? By following this path all nations stand to lose.

Prof. Stephen Magee of Chicago University has calculated the net welfare 
benefits that would accrue to the United States from a reduction in trade bar 
riers—or conversely the loss in total welfare that results from the maintenance of 
such 'barriers—taking into account both the costs to the consumer and to the 
producer that have been alluded to previously. He calculates the total cost to the 
United States of existing barriers to U.S. trade (imports and exports) at from 
$7.5 to $10.5 billion per year. This, however, represents the cost for one year 
only. Discounted overtime, the present value of these restraints is equal to 
$258 billion, $107 billion of which occurs before the fifteenth year. The gains 
th-at can be expected from more liberal trade are therefore substantial; sim 
ilarly, the costs of following a more restrictive trade policy could also be sub 
stantial.

Comments on Mr. Stewart's recommendations for changes in the proposed bill 
have been forwarded in a separate paper.

•Norman Fleleke, "The Cost of Tariffs to Consumers" Federal Reserve Bank of Boston 
September/October 1971.
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LAW OFFICES

EUGENE L. STE-WAHT
10O1 CONNECTICUT AVENUE 

N, D. C. E003S

July 9, 1973

Mr. John Martin, Jr., Chief Counsel
Committee on Ways and Means
House of Representatives
Room 1102, Longworth House Office Building
Washington. D. C. 20515

Dear Mr. Martin:

This is a response to the "critique" by the Administration 
of my testimony presented to the Committee on May 22 on behalf of the 
Trade Relations Council of the United States, Inc. The Administration's 
"critique" was presented in two segments, that dated June 21, 1973, 
being described as "an overall critique," and that dated June 15 as 
a "title by title analysis" of my testimony.

I. RESPONSE TO THE ADMINISTRATION'S "OVERALL 
CRITIQUE" OF MY TESTIMONY, AS CONTAINED IN 
WILLIAM R. PEARCE'S LETTER OF JUNE 21, 1973

(1) The United States did not receive 
reciprocity in the Kennedy Round.

In attempted disputation of my point, the Administration 
argues that the U. S. received equivalent concessions in the Kennedy 
Round from the linear participants. An examination of public data, how 
ever, indicates that the opposite is the fact. Based upon the percentage 
of trade between the United States and the other linear participants, 
the United States received concessions applicable to 62.6% of its exports 
whereas the other linear participants received concessions on 74.4% of 
their exports.

In attempting to counter my point, the Administration presents 
data for the year 1964 only. It is of significance that by 1971 U. S. 
imports from the linear participants had increased to $19,607.0 million 
in contrast with U. S. imports from such participants in 1964 of 
$6,546.5 million. By contrast, U. S. exports to the linear participants 
increased by a far smaller amount during this period: from $10,826.6 million 
in 1964 to $18,652.4 million in 1971. [Walker and Company, 1964 World 
Trade Annual, Vol. 1 (N. Y., 1965)]
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As a result of the severe disparity in.the rates of growth 
of V. S. imports vs. U. 5. exports in trade with linear participants, 
we experienced a sharp shift in our balance of trade from a surplus 
position in 1964 to a deficit position in 1971. How can these results 
square with the Administration's assertion that the United States in 
fact received reciprocity in the Kennedy Round?

Furthermore, it would be more appropriate to consider the 
products subject to reductions in duty in the Kennedy Round on an indi 
vidual basis in order to demonstrate on an early basis the effects of 
the Kennedy Round tariff concessions. In my testimony before the Committee, 
I presented an industry-by-industry analysis measuring the change in 
duties and of the key economic variables between the year 1967 (pre-Kennedy 
Round) to 1971 (the latest for which data are available). The Adminis 
tration 's only comment in response to that systematic record, industry 
by industry, of the foreign trade and employment effects of the Kennedy 
Round - not presented by any other witness, public or private - was the 
cryptic comment that the time period selected was inappropriate relative 
to changes in the domestic economy.

Sow is .a measurement of the effects of the Kennedy Round to 
be undertaken if the economic performance of the V. S. economy, industry 
by industry, prior to the Kennedy Round is not to be compared with the 
economic performance at the latest period of time post-Kennedy Round for 
which data are available?

In its attempts to refute my point, the Administration directs 
attention to the percentage reductions in duty by the main linear partici 
pants in the Kennedy Round, but neglects to mention what the comparative 
tariff levels were prior to the Kennedy Round negotiations. The Secretary 
of State was somewhat more responsive to this issue in his 1972 United 
States Foreign Policy Report. After referring to the currency realignments 
of 1971 and 1973', he states:

"But monetary steps must now be supplemented by elimina 
tion of previously tolerated trading practices and restric 
tions that put extra burdens upon the dollar or upon the 
American exporter or investor. Changes are particularly 
necessary to make our access to Japanese markets more 
equivalent to their access to ours. They also are needed 
in Europe, where in the course of enlargement of the 
Common Market some obstacles to U. S. exports have been 
extended more widely, especially in agriculture, and where 
our -trade account went into deficit in 1978 for the first 
time." (Emphasis added) (Department of State Bulletin, 
May 7, 1973, p. 552)
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In my testimony, I hit hard at the failure of the Executive 
Branch to secure meaningful concessions for U. S. agricultural exports 
in the Kennedy Round. The Administration itself admits that nontariff 
restrictions on agricultural products have increased to the point where 
tariff concessions negotiated for agricultural products in the Kennedy 
Round are negated. This admission is tantamount to an agreement with 
one of my central points: that the declared purpose of the Kennedy Round 
of opening foreign markets to U. S. agricultural products was not accom 
plished and, indeed, in many cases the access which we had pre-Kennedy 
Round has been diminished post-Kennedy Round.

Looking at data for U. S. commercial agricultural exports 
to the prime EEC market as a percentage of total exports to the EEC, you 
will observe that the products on which nonvariable import levies have 
been imposed by the EEC have not suffered a change in their share of that 
market; on the other hand, products subject to variable import levies 
have suffered a sharp drop in their share of exports to the EEC subsequent 
to the Kennedy Round negotiations.

This result should be contrasted with the statement of U. S. 
objectives early in the Kennedy Round of negotiations, as declared by 
the late and revered Christian A. Herter, then the President's Special 
Representative for Trade Negotiations. In Brussels, Belgium, on September 3, 
1965, Ambassador Herter declared:

"For agricultural products, our objective is that agreed 
by the ministers at the onset of the Kennedy Round, the 
creation of 'acceptable conditions of access to world 
markets for agricultural products in furtherance of a 
significant development and expansion of world trade in 
such products * * *.'" (Department of State Bulletin, 
February 22, 1965, p. 251)

Ambassador Herter took note of the fact that 25% of the United States' 
total exports (pre-Kennedy Round) were agricultural. He stated that 
"it is extremely difficult to see how a genuinely reciprocal bargain 
could be struck in the Kennedy Round unless we can achieve liberalization 
of this portion of our trade as well as our industrial exports." (Ibid., 
p. 252)

While Ambassador Herter lived, it was his declared policy 
in regard to the Kennedy Round that, "The United States will enter into 
no ultimate agreement until significant progress is registered toward 
liberalization in agriculture as well as in industrial products." 
(Address by Secretary of Agriculture Freeman, New York City, May 21, 1964)
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The record shows that the moral resolve articulated by 
Ambassador Herter did not survive his untimely death. We were forced 
to drink bitter tea in the Kennedy Round as to our objectives for agricul 
tural trade, and it is remarkable that this Administration attempts 
to put a good face upon the disaster which occurred to our trading 
interests due to the refusal of the European Economic Community to 
moderate in any way the preclusive effects of its common agricultural 
policy of agricultural protectionism on U. S. exports.

Even in the case of nonagricultural products, this Adminis 
tration seems strangely unable to face up to the facts as to the lack 
of reciprocity for U. S. products in the Kennedy Round. The Administration 
refers to the receipt by the United States of tariff concessions on 
$5,404.9 million worth of its exports to the linear participants (in 
1964) in contrast to the grant by the United States of U. S. concessions 
of $4,933.2 million of imported products. This method of stating the 
case conceals the fact that only 85% of the concessions received by the 
United States were in the form of duty reductions, whereas 99% of the 
concessions granted by the United States were in the form of duty reduc 
tions. Furthermore, of the duty reductions granted by the United States, 
80% ($3,913.2 million) were greater than or equal to 50%. In contrast, 
only 55% of the concessions granted to the United States in the form 
of duty reductions ($2,532.8 million) were greater than or equal' to 50%.

My rebuttal of the Administration's comments on this point 
are supported by the data in the following tables.
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(2) Tariff concessions granted to the United States 
have been negated by nontariff barriers.

The Administration acknowledges that acts taken by the 
European Community and other countries in recent years have been preju 
dicial to U. S. exports. It then states that one of the reasons for 
the request for the authority contained in the Administration bill, 
H. R. 6767, "is to deal with this problem."

This method of comment conveniently ignores the fact that 
the United States has continuously possessed the tools to deal with 
such restrictive actions throughout the post-Kennedy Round period: in 
the machinery set forth in GATT for complaints against actions of other 
nations which nullify or impair the value of concessions bought and paid 
for by the United States, and in those provisions of domestic law which 
permit unilateral action by the President (as a catalyst to meaningful 
negotiations) when other nations impose discriminatory, unreasonable, 
or unfair restraints upon U. S. exports.

The Administration refers to my criticism of the administra 
tion of the Antidumping Act. Among the instances which I supplied in 
my testimony in support of that criticism, the Administration refers to 
my contention that a proposal by the Treasury Department in April 1972 
for amendment of the antidumping regulations which would require that 
differences in circumstances of sale be recognized as a basis for an 
adjustment in the home market price only when "directly related" to the 
sales of merchandise under consideration had not been carried out in 
the amendments to the antidumping regulations as finally promulgated 
on December 4, 1972. The Administration states in effect that my conten 
tion was in error. The Administration is correct.

My criticism was made in good faith, but upon reexamining 
the matter in the light of the Administration's comment, I find that on 
that particular point I was indeed in error. I therefore apologize to 
the Treasury Department and to this Committee for my improper criticism 
of the Department on that point.

Not so, however, in regard to the Administration's further 
comment of my criticism of the Treasury Department's action in failing 
to promulgate an amendment of the antidumping regulations which would 
make it clear that sales of merchandise at prices which are below the 
cost of production would, ipso facto, be regarded as being at less than 
fair value. On the one hand, the Administration admits that the law is 
sufficiently unclear that the Treasury Department's decision in regard 
to such an amendment could have gone either way, and then it seeks to 
support the decision made against declaring below-cost prices as unfair 
on the ground that the decision was "dictated by the language of the 
statute itself" and "considerations of sound administrative practice."
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The early history of the interpretation of the Antidumping 
Act both in the Treasury Department's regulations and in judicial con 
structions of the regulations under the statute indicates that the bench 
mark of "fair value" was to be either the home market price or the cost 
of production. If the price at which foreign merchandise was sold for 
export to the United States was lower than either of those benchmarks, 
such export price was, ipso facto, deemed to be "at less than fair value."

In the current era, foreign manufacturers are increasingly 
resorting to the practice of selling merchandise for export to the United 
States at prices which are lower than the fully developed cost of producing 
the merchandise. On occasion, such manufacturers (particularly where 
government subsidies and other guarantees tend to make them "whole" with 
respect to such practices) make sales in their home market at such prices, 
often to preclude penetration of their market by manufacturers in other 
countries. For the purpose of our Antidumping Act, sales below cost 
should be deemed "unfair" whether made in the home market or for export 
to the United States.

If the Treasury Department were faithful to its own regula 
tions promulgated at a period of time closer to the enactment of the Act 
and to an awareness of its spirit than the present day, and if it were 
intent upon protecting the United States market from the ultimate in 
unfair methods of competition, the systematic sale of merchandise at 
prices which are below the cost of production, it would not have hesitated 
to amend the regulations in the manner which it evidently originally 
intended to carry out.

The action of the Department in "backing away" from its original 
intent with respect to such an amendment was based, I understand, not upon 
considerations of statutory language or administrative practice, but, rather, 
upon "foreign policy" considerations. The intervention of other governments 
through diplomatic channels in protest against the apprehended loss of the 
advantage of their manufacturers to dispose of their surplus production 
in the United States at below-cost prices evidently stimulated such forceful 
diplomatic intervention as to cool the ardor of the Treasury Department 
for this particular reform.

After careful consideration of my position on this point, 
I adhere firmly to the criticism which I expressed in my testimony.
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(S) The Kennedy Round tariff reductions were 
a mayor cause of the trade deficit.

The Administration attempts to "explain away" the dramatic 
deterioration in the U. S. balance of trade following the Kennedy Round 
by simply stating that the U. S. position in world trade has been worsening 
since 1964. This simplistic assertion fails to embrace the actual facts.

Using the data supplied by the Administration, it is apparent 
that the balance of trade was indeed declining in the period preceding 
the Kennedy Round; however, it is unmistakably evident from the trend 
lines of the U. S. balance of trade shown on the following graph for the 
periods 1960-1967 and 1968-1972 that the plunging trade deficit shown 
in the latter time period is completely out of phase with the trend 
indicated by the data for the pre-Kennedy Round years.

The crosshatch area on the graph shows the wide discrepancy 
between the trade balance projected for the post-Kennedy Round years 
based on the pre-Kennedy Round trend line vs. the actual trend line 
for the post-Kennedy Round years. The data for the balance of trade 
trend from 1960-1967, while indicating a slightly decreasing trend, 
certainly do not correlate with or justify the dimensions of the catas 
trophe which followed execution of the Kennedy Round agreement.
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Chart!

U.S. MERCHANDISE FOREIGN TRADE BALANCE

:alendaryear I960 1962 1964

Source: U.S. Department of Commerce. Bureau of the Census
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The Administration's second line of defense against my 
point that the Kennedy Round tariff reductions were a major cause of 
the post-Kennedy Round trade deficit is the assertion that contrary 
to my contention, the major influences are the growth of income and 
the relative level of prices of U. S. and foreign goods.

Certainly it can be shown that there is a positive correla 
tion between the growth in the level of income in the United States and 
increases in imports. This correlation, however, does not preclude the 
central point which I have made; namely, that the Kennedy Round tariff 
cuts exerted an additional stimulus on the rate of increase in U. S. 
imports which is not explainable merely on the basis of the growth in 
income.

As the following chart shows, the annual import growth in 
the years following the Kennedy Round has exceeded the growth which 
would have been anticipated based upon the interaction of growth in 
GNP and change in imports which occurred during the pre-Kennedy Round 
years, 1959-1967.
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Chart 11
14.

ANNUAL IMPORT GROWTH IN THE UNITED STATES
AS RELATED TO GROWTH OF GROSS NATIONAL PRODUCT
AT CURRENT PRICES, 1959 TO 1972.

X19W 
1969"

x1967 
*1963

Percentage 
changeGNP

Source: IMF. International Financial Statistic*
U.S. Department of Commerce, Bureau of Economic 
Analysis. Survey of Current Business. Annual volume 
1971. April 1973.
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My contention that the Kennedy Round tariff reductions were 
a major cause of the post-Kennedy Round burgeoning U. S. trade deficit 
is a key point, and the opposing views of the Administration and myself 
need to be very carefully considered. I shall therefore discuss the 
pertinent events in each of the post-Kennedy Round years.

1968

Imports into the United States in 1968 increased by a staggering 
24%, or $6.4 billion. Although an increase in GNP was coupled 
with this increase in imports, the plot for 1968 on the preceding 
chart falls far above the pattern indicated by the data for 
previous years. The impact of this rise can be more clearly 
understood in terms of the increase in exports to the United 
States by individual industrial countries. The increase in 
exports to the United States accounted for 44% of the total 
export increment in the United Kingdom and 43% in Japan. 
(General Agreement on Tariffs and Trade, International Trade 
1968, p. 184)

1969

This was a year of slowdown in economic expansion in the United 
States. The rate of growth of imports was depressed by the 
dock strikes which occurred during the year. Notwithstanding 
these depressing influences on the rate of change of imports 
into the United States, the Secretariat of the Contracting Parties 
of GATT reported that, "Excluding this loss, the rate of growth 
of the value of United States imports in 1969 appears to have 
been quite high in relation to the growth in domestic demand 
* * *." (General Agreement on Tariffs and Trade, International 
Trade 1969, p. 96) There was only a slight improvement in the 
trade balance despite the fact that the rate of growth of exports 
was higher than in previous years, (Ibid.}

1970

In 1970, real GNP declined from the previous year, as indicated 
by the data in the following table. As the result of boom condi 
tions in the major markets for U. S. exports, the annual rate 
of export growth was satisfactory, but again the rise in imports 
was far more rapid than could have been anticipated on the basis 
of stagnating demand in the United States. It would have been 
normal to expect little or no increase in imports on the basis 
of the change in U. S. GNP; however, imports actually increased 
by 11%. Considering the differential demand conditions at home 
and abroad in 1970, the improvement in the trade balance was 
abnormally small.
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TABLE V

REAL GROSS NATIONAL PRODUCT AND FOREIGN TRADE3 
________IN INDUSTRIAL COUNTRIES_______

(Percentage variations)

Country

United States

Canada

Japan

Belgium

France

Year

196049
1970
1971

1960-69
1970
1971

1960-69
1970
1971

196049
1970

196049
1970
1971

196049
Germany (Fed. Rep.) 1970 

1971

Italy

Netherlands

EEC

Ireland

196049
1970
1971

1960-69
1970
1971

1960-69
1970
1971

1960-69
1970
1971

GNP»

4.5
-0.6

2.7
5.3
3.3
5.4

11. 1
10.2
6.1
4.7
6.1

5.8
5.8
5.1
4.7
5.5
2.8
5.«
5.0
1.2
5.0
5.6
3.9
5.3
5.6
3.4
4.1
1.6
2.8

Imports

9.0
3.4
8.4
8.7

— 3.0
J.S

14.1
20.4

1.5
10.3
9.5

11.6
6.1
7.4

10.0
13.7 
11.1
10.5
15.1

— 2.3
9.3

15.2
6.8

10.4
11.9
7.2
9.2
3.0
5.8

Exports

5.6
8.2

— 1.1
9.7

10.2
5.9

16.5
14.3
17.6
10.9
9.7

7.9
15.9
8.1
9.7
8.4 
6.8

13.8
70
7.0
9.4

15.0
10.4
10.1
10.6
7.6
7.5
8.5
6.6

Country

Austria

Denmark

Finland

Norway"

Portugal

Sweden

Switzerland

United Kingdom

EFTA

Total of above

Year

196049
1970
1971

196049
1970
1971

196049
1970
1971

196049
1970
1971 

196049
1970
1971

196049
1970 
1971

196049
1970
1971

1960-69
1970
1971

196049
1970
1971

196049
1970
1971

GNP»

4.3
7.8
3.2
4.8
3.0
3.1
4.7
8.1
1.2
5.0
3.0
4.9

7^3
...

4.7
4.9 
0.2
4.5
4.6
4.3
2.8
2.2
1.7
3.6
3.5
2.1
5.2
2.4
3.2

Imports

9.5
14.1
8.4
8.3
9.9

-3.7
6.7

20.1
-2.5

8.0
12.4

1 0 
12.0
19.4

...
6.8

10.1 
-5.1

9.2
15.1
5.5
4.4
5.8
4.1
6.4
9.6
2.2
9.4
9.4
5.9

Exports

9.9
10.4
6.4
7.1
5.3
5.0
7.2
4.9

-4.7
10.4
S.I 
OJ
9.4
4.8
...

7.8
9.4 
3.4
8.9
6.6
4.1
4.9
2.9
6.3
6.8
5.2
4.6
9.1
9.3
6.1

" GNP or GPD at constant prices. 
c Trade excluding ships. 

Sourcet: OECD, Main Economic Indicaiori. July 1972 and Economic Outlook: National statistics.

From: GATT, International Trade 1971, p. 80.

1971

There was an upturn in the domestic economy in 1971, and yet 
the United States registered its first deficit in foreign trade 
since 1893 as a result of the continued increase in imports 
and an unusually small increment of growth in exports. The 
value of U. S. exports increased by a mere 2%, well below the 
rates registered by other industrial countries, even though
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the rise in U. S. export unit value was significantly lower 
than that of other countries whose national currencies were 
appreciated vis-a-vis the dollar.

Although the rise in U. S. imports can be explained partly by 
an increase in the unit value of imports amounting to somewhat 
more than 5%, without the Kennedy Round concessions the effect 
of such an import unit value rise would have been to deter the 
growth in imports. Thus, "Even in volume terms, the growth 
of United States imports in 1971 was larger than would have 
been warranted by the very moderate recovery of domestic 
economic activity * * *," (GATT, International Trade 1971, 
p. 99)

The data presented in Table V above indicate that although 
GNP in the U. S. increased at a lesser rate than that for the total of 
all industrial countries, U. S. imports registered a much greater increase 
in comparison with the total of all industrial countries, while U. S. 
exports declined. These data indicate that there was an extraordinary 
influence at work stimulating U. S. imports and depressing U. S. exports 
out of proportion to what would have been expected on the basis of either 
the change in national income or the change in relative unit prices. 
This extraordinary influence was the net effect of the Kennedy Round 
concessions in which the United States granted more liberal terms for 
the access of foreign products to its markets than it secured from other 
nations for access to their markets for U.S. exports.

In developing the economic considerations pertinent to an' 
evaluation of my central point that the Kennedy Round tariff reductions 
were a major cause of the trade deficit, I indicated in my testimony that 
the decline in the fortunes of the United States in foreign trade could 
not have been attributed to failure on the part of U. S. industry effec 
tively to control its unit labor costs. The Administration attempts 
to counter that discussion with the assertion that U. S. industry exhibited 
"a poorer price and productivity performance relative to our major trading 
partners." To reach that assertion, the Administration criticizes me 
for selecting too narrow a time period in my discussion of relative unit 
labor costs in the United States vs. our major trading partners, and 
proposes instead a consideration of data for the period 1960-1965 relative 
to the period 1965-1970.

If my time frame is too narrow, then the Administration's time 
frame is also truncated by its deletion of data for the year 1971 from 
its proposed period. If the data for the pre-Kennedy Round and post-Kennedy 
Round periods during the more complete time frame, 1960-1971, are compared, 
the following picture of relative U. S. and foreign unit labor costs emerges: 
Unit labor costs increased more rapidly during the post-Kennedy Round 
period, 1968-1971, than in the pre-Kennedy Round period, 1860-1967, both 
in the United States and in other industrialised nations; however, with
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the exception of Canada and Switzerland, the average annual rate of 
change in unit labor aoete in the United States during the post-Kennedy 
Round period was below that of the other industrial countries.

The finding set forth in the preceding paragraph effectively 
refutes the Administration's attempted criticism of my reference to relative 
unit labor costs, and is supported by the data in the following table.
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The Administration seeks to buttress its position by refer 
ence to relative price information. Ignoring the basic point under 
discussion - namely, a comparison of pre-Kennedy Round with post-Kennedy 
Round economic events - the Administration structures a comparison of 
wholesale price indexes for the periods 1960-1964 vs. 1965-1970. In 
doing so, it incorporates in the latter period a portion of the pre-Kennedy 
Round period and separates the effect of price movements in the 1965-1967 
pre-Kennedy Round years from its asserted pre-Kennedy Round benchmark 
of 1960-1964. It should require no extended discussion to establish 
that this is an invalid method of evaluating the relationship between 
price change and the Kennedy Round trade agreement.

In my opinion, if price change is to be considered, it is 
necessary to select a meaningful pre-Kennedy Round period and compare 
it with the fullest post-Kennedy Round period for which data are available. 
Accordingly, I have selected the period 1960-1967 (pre-Kennedy Round) 
for comparison with the period 1968-1972 (post-Kennedy Round). The 
increase in consumer prices in the United States during that post-Kennedy 
Round period was not significantly different from that experienced 
by our major trading partners and thus would not explain a shift on 
the part of U. S. consumers toward imported products; nor would it 
explain a movement in foreign markets away from U. S. goods.

The preceding discussion is supported by the following 
table which presents an index of the annual data and the average annual 
per cent change for the designated pre-Kennedy Round and post-Kennedy 
Round periods.

' - 73 - pt. 7 - I
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(4) The Trade Balance and Bnployment in the United States.

In my testimony, I presented data which establish that a
large number of American industries which experienced an extensive increase 
in imports, decline in exports, or both, also sustained a significant 
loss of employment during the period in which the Kennedy Round tariff 
concessions have been implemented. The Administration seeks to counter 
this evidence with the assertion that, "Since total imports are less than 
5 percent of gross national product, it is not surprising that the likely 
effect of trade on employment is modest."

Since as the Administration points out, total imports are 
less than 5% of GNP, it is not surprising that during periods of surplus 
yet decreasingly favorable balances of trade, an increase in the total 
number of employees in manufacturing industries would occur. This is 
due to the fact that U. S. manufacturing industries are reluctant to 
lay off workers or to alter levels of production for what may be only •• 
minor cyclical changes. Such is the case during the pre-Kennedy Round, 
1960-1967. However, U. S. manufacturing industries were not able to 
maintain those levels of employment when threatened by sharply increasing 
imports following the Kennedy Round trade agreement.

The Administration argues that the mere fact that the trends 
in imports and employees go in opposite directions in two different time 
periods indicates there is no correlation between the two. This is an 
assertion which attempts to prove too much, however. It is important 
to note that the percentage of the labor force engaged in manufacturing 
remained relatively constant during the pre-Kennedy Round period, 1960-1967, 
representing from 24.1% to 25.1% of the total.

Following the Kennedy Round tariff cuts, however, the percentage 
dropped annually,from 25.1% in 1967 to 21.9% in 1972. Therefore, the 
Administration's arguments fail to present in a meaningful way the 
significant import trends which correlate with the burgeoning trade 
deficits which occurred during the post-Kennedy Round era.

Further, the Administration's arguments fail to take note 
of the loss of potential jobs which results from the sharply decreasing 
balance of trade position of the United States during the post-Kennedy 
Round period.

These interrelated trade deficit and employment effects are 
shown by the data in the following table and are depicted by the trend 
lines in the following chart.
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TABLE VIII

U. S. EMPLOYMENT IN MANUFACTURING AS A PER CENT OF THE 
CIVILIAN LABOR FORCE, AND THE EMPLOYMENT EQUIVALENT OF 

THE BALANCE OF TRADE IN MANUFACTURED PRODUCTS

NUMBER OF EMPLOYEES

1960
1961
1962
1963
1964
1965
1966
1967

1968
1969
1970
1971
1972

VALUE OF 
BALANCE OF 

TRADE IN
MANUFACTURING*

Tnil lions ) 

n.a.
$ +2,703.2

+2,030.5
+1,893.9
+2,898.2

+994.1
-1,779.5
-1,864.0

-5,421.6
-5,584.9
-6,230.5

-11,361.7
n.a.

Total 
Civilian 
Labor
Faroe

69,628
70,459
70,614
71,833
73,091
74,455
75,770
77,347

78,737
80,733
82,715
84,113
86,542

Manufac 
turing

16,796
16,326
16,853
16,995
17,274
18,062
19,214
19,447

19,781
20,167
19,349
18,529
18,933

Manufac 
turing 
as a %

of Total

NET JOB 
EQUIVALENT 

OF TRADE
BALANCE

— — (thousanaaj ------ 

24.1% n.a.
23.1%
23.9%
23.7%
23.6%
24.3%
25.4%
25.1%

25.1%
25.0%
23.4%
22.0%
21.9%

+116
+82
+73

+106
+35
-58
-62

-168
-166
-180
-295
n.a.

TOTAL JOB 
POTENTIAL III
MANUFACTURING

n.a.
16,442
16,935
17,068
17,380
18,097
19,156
19,385

19,613
20,001
19,169
18,234
n.a.

Imports, landed cost; exports, valued mill.

SOURCE: Trade Relations Council of the United States, Inc., Employment, Output, 
and Foreign Trade of U. S. Manufacturing Industries, 1958-71 (Fifth 
Edition). U. S. Department of Labor, Bureau of Labor Statistics, 
Employment and Earnings, April 1973.
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Chart III 24.
U.S. EMPLOYMENT IN MANUFACTURING AS A PER CENT OF THE 
CIVILIAN LABOR FORCE, AND THE EMPLOYMENT EQUIVALENT OF 
THE BALANCE OF TRADE IN MANUFACTURED PRODUCTS

Balance of Trade 
in Manufacturing

(Imports landed cost, 
Exports valued mill.)

Balance of trade in Manufacturing 
Employee* in Manufacturing Induitries 
Total Job Potential*

* Tote) Job Potential equals the 
sum of employees in manufacturing 
industries plus the job 
equivalent of the trade balance.

-12 L I 
Calendar year 1960

(Thousands 
of workers)

-t 21,000

- 20,000

Number of
19-°°° Employees in 

Manufacturing 
Industries

- 18,000

- 17,000

- 16,000

I 
1968

Source: Trade Relations Council of the United States, Inc.,
Employment. Output,jnd Foreign Trade of U.S. Manufacturing 
Ifxhittfie*. 1958-71 (Fifth Edition). U.S. Department of 
Labor, Bureau of Labor Statistics, Employment and Earnings, 
April 1973.
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Because the evidence of employment displacement by increased 
imports is overwhelming, at least in selected industries, the Administra 
tion acknowledges, as it must, that "it is true that increasing imports 
have contributed to declining employment in several specific industries."

The Administration seems to take some solace in the fact 
that imports have been increasing relative to the production of goods 
in other countries as well as in the United States. We think that such 
an observation is beside the point; we are here concerned with the effect 
of increased imports, stimulated by lack of reciprocity in Kennedy Round 
tariff concessions, on employment in the United States. We doubt that 
U. S. workers who lose their jobs as a result of rising import penetration 
of the U. S. market are comforted by the possibility that their counter 
parts in some other countries have been similarly displaced from their 
jobs by Asian or other low-cost imports.

But even in this attempt to slide off the point by comparing 
the situation of workers in the United States with that of other countries, 
the Administration misses the major significance of its own data. Examining 
the data in Table 2 of the Administration's "overall critique," we find 
that the percentage increase of imports as a percentage of goods produced 
is dramatically higher for the United States during the post-Kennedy Round 
periods 1966-1970 and 1966-1971 than for any other" of the countries selected 
by the Administration. This fact is shown by the following treatment of 
the Administration's data:

TABLE IX

IMPORTS AS A PERCENTAGE OF GOODS PRODUCED, 
U. S. AND SELECTED FOREIGN COUNTRIES

United 
U. 3. Germany France Kingdom Canada Japan

1960 8.5% 27.7% 21.4% 47.3% 27.6% 43.8%
1966 9.9% 31.0% 25.8% 45.9% 29.3% 51.0%
1970 13.4% 33.6% 30.2% 56.4% 30.4% 58.0%
1971 14.7% 32.5% n.a. 56.3% n.a. 59.2%

% Change:
1960-1966 16% 12% 21% -3% 6% 16% 
1966-1970 35% 8% 17% 23% 4% 14% 
1966-1971 48% 5% - 23% - 16% 
1970-1971 10% -3% - 0 - Z%
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(5) Trade and U. S. Welfare.

In the "Conclusion" offered at page 17 of its "critique," 
the Administration states that my policy recommendations "would result 
in lower wage jobs at the expense of higher wage jobs." That statement 
ignores the evidence presented in my testimony and supported by the 
extensive statistical exhibit thereto which indicates that the losses 
of jobs attributable to the trade deficit of labor-intensive industries 
far exceed the gains in employment registered in capital-intensive indus 
tries with a trade surplus. The Administration is grudgingly acknowledging 
in its "Conclusion" that if the policies which I advocate were followed, 
the erosion of jobs in labor-intensive industries would be brought into 
check.

Since the threshold of employment in labor-intensive industries 
is lower than in capital-intensive industries, the persons who would be 
chiefly benefited by my policies are the disadvantaged members of the 
population whose educational background places them at an initial dis 
advantage in finding employment in the skilled occupations characteristic 
of capital-intensive industries.

The central point of my testimony is to call attention to 
the adverse effects on the United States' economy, including overall 
employment and the employment of disadvantaged persons, which have been 
caused by the failure of the Executive Branch to achieve reciprocity in 
past trade agreement negotiations, and particularly in the Kennedy Round. 
I made this point in my testimony to call attention to the strong probability 
that the plenary grant of power requested by this Administration for use 
in essentially the same type of trade agreement negotiations as has char 
acterized past Administrations cannot be expected to produce any net 
benefits to U. S. workers or to the U. S. economy since the premises 
and concepts of this Administration remain essentially unchanged from 
those of prior Administrations.

The Administration seeks to shift the attention of this 
Committee from this central point, and in the discussion of "Trade and 
U. S. Welfare" it characterizes my testimony as consisting of "proposals 
for limiting trade" and then subjects such "proposals" to ridicule by 
likening them to an attempt "to limit the change from small stores to 
supermarkets." Having misrepresented the nature of my proposals and 
then converted such misrepresentations into a caricature, the Administra 
tion proceeds to expound upon the benefits of free trade to consumers.

My testimony sought to call attention to the disadvantage 
resulting to the U. S. economy when U. S. trade negotiators fail to 
respond to the intent of the Congress by concluding trade agreements 
which do not achieve genuine reciprocity in the trade benefits secured 
in exchange for the trade benefits granted. It begs the question to 
argue, as does the Administration, that anything short of their open- 
handed noneeciprocity is tantamount to "proposals for limiting trade."
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The study prepared by the Trade Relations Council entitled 
Employment, Output, and Foreign Trade of V. S. Manufacturing Industries, 
1958-71 (Fifth Edition), which was the basis for the economic appendix 
to my testimony and for the summary analysis contained within my testi 
mony, shows that the industries which are suffering the most from import 
competition are, indeed, the labor-intensive industries which employ 
the less skilled workers, and which therefore pay lower wages than 
capital-intensive industries.

At any moment of time until circumstances enable them to 
upgrade their education and their ability to accept employment in occupa 
tions requiring a high level of skills, the disadvantaged members of 
our population require access to relatively unskilled jobs if they are 
to support themselves and remain off the welfare rolls. It will certainly 
not benefit this substantial segment of our population to erase through 
destruction by imports the jobs upon which they depend.

A continuation of the type of negotiating philosophy which 
characterized U. S. actions in the Kennedy Round cannot fail to add to 
the already overburdened welfare rolls those workers who are displaced 
as a result of import competition, or as a result of the transfer of 
productive resources overseas by U. S. manufacturers who conclude that 
the return on their investment through continued production in the 
United States is so less favorable than that which can be achieved 
in low-wage foreign countries as to require such transfer of resources 
in the interest of their shareholders.
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II. RESPONSE TO THE ADMINISTRATION'S "TITLE BY 
TITLE ANALYSIS" OF MY TESTIMONY AS SUBMITTED 
TO THE COMMITTEE ON JUNE 15, 1973

After studying the Administration's section-by-section comments 
to my testimony concerning the specific provisions of H. R. 6767, I have 
concluded that the most useful service which I can render to the Committee 
by way of rebuttal is simply to present a side-by-side comparison of 
my actual testimony and the Administration's purported comments thereon. 
This comparison is set forth in an appendix to this letter.

The reader is urged to note with what frequency the Adminis 
tration's principal response to my challenge to the virtually unlimited 
authority which would be provided by the bill's enactment consists of 
the statement that the Administration has no "intention" of using the 
authority under the bill in the manner that I described as possible. 
(See, for example, the Administration's comments under Sections 2(a), 
2(b), 101, and 103; Title III - Chapter 1; and Title VI.)

The fact that the Administration must disclaim an intention 
to make such use of the authority under the bill proves my point that 
as drafted the bill would indeed confer the types of unlimited power without 
adequate guidelines which I have described. The Congress should not make 
a grant of unlimited power on the basis of the subjective statement of 
intention of the present group of people who speak for the present Admin 
istration. The legislation in many respects is permanent or continuing ( 
in nature. The successors to the present spokesmen for this Administration, 
and to this President, would not be bound by the statement of present 
intention offered by Mr. Pearce on behalf of this Administration.

Sincerely yourX,

y^ Eugene L. Stewart 
' General Counsel, Trade Relations

ELS:fn Council of the United States, Inc. 
Attachment

cc: Chairman and Members
Committee on Ways and Means 
House of Representatives

Honorable William R. Pearce 

Honorable George P. Shultz
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LETTER FROM EUGENE L. STEWART, GENERAL COUNSEL, 
TRADE RELATIONS COUNCIL OF THE UNITED STATES, INC.

TO

MR. JOHN MARTIN, JR., CHIEF COUNSEL,
COMMITTEE ON V*VYS AND MEANS,
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JULY 9, 1973
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ef
or
e 

in
co
rr
ec
t 

in
 
se

ve
ra

l 
re
sp
ec
ts
: 

(1
) 

th
e 

Ad
mi

ni
st

ra
ti

on
 
is

 
no

t 
se

ek
in

g 
tr

ad
e 

co
nc

es
si

on
 a

ut
ho

ri
ty

 

to
 o
bt
ai
n 

mo
ne
ta
ry
 
re

fo
rm

; 
(2
) 

th
e 
Un
it
ed
 
St
at
es
 
ha
s

to K CO
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AT
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EN
T 

OF
 P

UR
PO
SE

S 
SU

BS
EC

TI
ON

 C
B)

MR
. 

ST
EW
AR

T

Su
bs
ec
ti
on
 (

b)
 w

ou
ld
 u

se
 U

. 
S.
 m

ar
ke
t 

op
po

rt
un

it
ie

s 
th

ro
ug

h 

ta
ri
ff
 c

on
ce
ss
io
ns
 t

o 
pu
rc
ha
se
 "

in
te
rn
at
io
na
l 

co
op

er
at

io
n 

1n
 e

co
no

mi
c 

af
fa
ir
s"
 f

or
 t

he
 n

eb
ul
ou
s 

an
d 

pa
te
nt
ly
 u

na
tt
ai
na
bl
e 

ob
je
ct
iv
es
 o

f 

"p
ro

vi
di

ng
 a

 m
ea
ns
 o

f"
 [

th
at

 i
s,

 g
en

er
at

e 
a 

ne
w 
me
di
um
 f

or
 I

nt
er
na
ti
on
al
 

br
ib

er
y 

to
 c

aj
ol
e 

ec
on

om
ic

 a
gg
re
ss
or
s 

in
to
 b

ei
ng
 r

ea
so
na
bl
e 

wi
th

 r
es
pe
ct
 

to
] 

-

1.
 

"s
ol
vi
ng
 i

nt
er

nn
ti

on
n

1- 
er
nn

om
ic

 p
ro
bl
em
s"
:

Th
is
 o

bj
ec
ti
ve
 1

s 
no
w 

di
vi

de
d 

be
tw

ee
n 

th
e 

GA
TT
, 

OE
CD

, 
an
d 

IM
F,

 a
s 

we
ll

 a
s 

U.
 S

. 
tr
ea
ti
es
 o

f 
fr
ie
nd
sh
ip
, 

co
mm
er
ce
, 

an
d 

na
vi
ga
ti
on
 

wi
th
 a

 h
os
t 

of
 c

ou
nt

ri
es

. 
Wh
y 

is
 n

ot
 t

he
 m

ac
hi
ne
ry
 o

f 
th
os
e 

ag
re
em
en
ts
 

us
ed
? 

In
 f

ac
t,

 t
he

 A
dm

in
is

tr
at

io
n 

ha
s 

fa
il
ed
 s

ig
na

ll
y 

in
 i

ts
 a

tt
em

pt
s 

to
 a

dd
re

ss
 t

he
se

 p
ro
bl
em
s.
 

No
w 

th
e 

Pr
es
id
en
t 

wa
nt
s 

a 
va
st
 t

re
as

ur
e 

ch
es
t 

- 

th
at
 i

s,
 t

he
 t

ot
al
 r

em
ov

al
 o

f 
al

l 
tr
ad
e-
re
gu
la
ti
ng
 m

ea
ns
 l

ef
t 

to
 t

he
 U

ni
te
d 

St
at
es
 t

o 
pr
ot
ec
t 

it
s 

do
me

st
ic

 m
ar

ke
ts
 i

n 
th
e 

fo
rm
 o

f 
ta

ri
ff

s 
an
d 

cu
st
om
s

Th
e 
Ad
mi
ni
st
ra
ti
on
 
tr

ad
e 

bi
ll

 
st
at
es
 
as
 
on

e 
of
 

it
s 

pu
rp
os
es
:

"(
b)

 
To
 
fa

ci
li

ta
te

 
in

te
rn

at
io

na
l 

co
op
er
at
io
n 

in
 
ec
on
om
ic
 

af
fa

ir
s 

fo
r 

th
e 
pu
rp
os
e 

of
 p

ro
vi
di
ng
 a

 m
ea
ns
 o

f 
so
lv
in
g

in
te

rn
at

io
na

l 
ec
on
om
ic
 p

ro
bl

em
s,

 
fu

rt
he

ri
ng

 p
ea

ce
 a

nd
 
ra

is
in

g

st
an

da
rd

s 
of
 
li

vi
ng

 t
hr
ou
gh
ou
t 

th
e 

wo
rl

d;
"

Th
e 

po
in

t 
of
 
th
is
 
cl

au
se

 
in

' 
th
e 

bi
ll
's
 
st
at
em
en
t 

of
 
pu
rp
os
es

is
 
to

 
in

di
ca

te
 
th
at
 
in

te
rn

at
io

na
l 

ec
on
om
ic
 
co
op
er
at
io
n 

fu
rt

he
rs

 
pe
ac
e 

an
d 

im
pr

ov
es

 
st

an
da

rd
s 

of
 
li
vi
ng
. 

Th
ro
ug
h 

mu
tu
al
ly
 b

en
ef

ic
ia

l 
tr
ad
e,
 
th
e 
Un

it
ed

 S
ta

te
s 

an
d 

co
un
tr
ie
s 

wi
th
 w
hi
ch
 
it

 
ha
s 

on
ly

 
pr

ev
io

us
ly

 h
ad

 
li
mi
te
d 

tr
ad

e 
sh
ou
ld
 

bu
il

d 
a 
mo
re
 h

ar
mo

ni
ou

s 
ov
er
al
l 

re
la
ti
on
sh
ip
. 

Th
ro
ug
h 

lo
we

ri
ng

 
tr
ad
e 

ba
rr

ie
rs

 
on
 
a 
mu

tu
al

 
ba
si
s,
 
th
e 
Un
it
ed
 

St
at

es
 
an

d 
it

s 
la

rg
es

t 
tr

ad
in

g 
pa
rt

ne
rs

 
wi
ll
 
re
du
ce
 
th
e 

ch
an

ce
s 

of
 
ec

on
om

ic
 d

is
pu

te
s 

be
tw
ee
n 

us
 
an
d 

ad
va
nc
e 

ou
r 

.e
co

no
mi

c 
po
si
ti
on
, 

di
re

ct
ly

 
in

cr
ea
si

ng
 
th

e 
st

an
da

rd
 o

f



tC
B)

MR
. 

ST
EW
AR

T

fo
rm

al
it

ie
s 

- 
to

 a
tt
em
pt
 t

o 
pu

rc
ha

se
 w

it
h 

ou
r 

re
ma
in
in
g 

la
rg
es
s 

fo
r 

tr
ad

in
g 

op
po
rt
un
it
ie
s 

wh
at

 s
im

il
ar

 n
eg
ot
ia
ti
on
s 

by
 h

is
 p

re
de
ce
ss
or
s 

fa
il
ed
 t

o 

ac
co

mp
li

sh
, 

an
d 

wh
ic
h 

hi
s 

de
le
ga
te
s 

ha
ve
 b

ee
n 

un
ab

le
 o

r 
un
wi
ll
in
g 

to
 a

tt
em

pt
 

by
 t

he
 f

or
th
ri
gh
t 

us
e 

of
 e

xi
st
in
g 

ag
re
em
en
ts
 t

o 
en
fo
rc
e 

U.
 S

. 
ri
gh
ts
.

2.
 

"f
ur
th
er
in
g 

pe
ac

e"
:

Th
e 

st
at
e 

of
 w

or
ld
 p

ea
ce
 i

n 
Ea

st
er

n 
Eu

ro
pe

, 
th

e 
Mi

dd
le

 E
as

t,
 

th
e 

Br
it
is
h 

Is
le

s,
 t

he
 e

nt
ir

et
y 

of
 A

si
a,
 a

nd
 t

he
 S

ou
th

er
n 

He
mi

sp
he

re
, 

to
 

sa
y 

no
th

in
g 

of
 t

he
 t

en
si
on
s 

wh
ic
h 

ar
e 

la
te

nt
 i

n 
Af

ri
ca
, 

is
 s

uc
h 

th
at
 t

he
re
 

is
 n

ei
th

er
 t

he
 d

is
po

si
ti

on
 o

f 
go

ve
rn

me
nt

s 
no

r 
en

ou
gh

 t
re
as
ur
e 

in
 t

he
 

Un
it

ed
 S

ta
te

s 
to

 "
pu
rc
ha
se
" 

th
e 

ob
je
ct
iv
e 

of
 "

pe
ac
e.
" 

Th
e 

co
nc

er
n 

he
re

 i
s 

th
at

 a
rm
ed
 w

it
h 

th
e 

au
th
or

it
y 

to
 e

li
mi
na
te
 c

om
pl
et
el
y 

U.
 S

. 

tr
ad

e-
re

gu
la

ti
ng

 p
ro
vi
si
on
s,
 s

uc
h 

as
 t

ar
if
fs
 a

nd
 c

us
to
ms
 f

or
ma

li
ti

es
, 

"w
it

ho
ut

 l
im
it

" 
th
e 
Ad

mi
ni

st
ra

ti
on

 w
il
l 

sp
en
d 

it
 a

ll
 
to

 t
he
 I

rr
ev

oc
ab

le
 

de
tr
im
en
t 

of
 m

aj
or
 s

ec
ti
on
s 

of
 U

. 
S.

 
pr
od
uc
ti
on
 a

nd
 e

mp
lo
ym
en
t,
 w

it
ho
ut

li
vi
ng
 
of

'a
ll

. 
Th

ro
ug

h 
Co
op
er
at
io
n 

in
 
a^

ge
ne

ra
li

ze
d 

sy
st

em
 

of
 
pr
ef
er
en
ce
s/
 
th
e 

de
ve

lo
pe

d 
co

un
tr

ie
s 

wi
ll
 
he

lp
 
in

cr
ea

se
 

th
e 

st
an

da
rd

 
of
 
li

vi
ng

 
in
 
th
e 

de
ve
lo
pi
ng
 
co
un
tr
ie
s.

Th
is

 
st
ra
ig
ht
fo
rw
ar
d 

an
d 

cl
ea
r 

pu
rp

os
e 

of
 
th
e 
bi

ll
 
is
 

.d
is

to
rt

ed
 
in
 
th
e 

St
cw

ar
t 

pa
pe
r 

in
to
 
me

an
in

g 
pa

ym
en

t 
of
 

un
il
at
er
al
 
co
nc
es
si
on
s 

("
br

ib
es

")
 
by
 
th
e 

Un
it

ed
 
St

at
es

 
to
 

ob
ta

in
 
re
as
on
ab
le
 
be

ha
vi

or
 
fr
om
 o
ur

 
tr
ad
in
g 

pa
rt
ne
rs
 

("
ec
on

om
ic

 
ag
re
ss
or
s"
).
 

Th
is
 
ha
s 

ne
ve

r 
oc

cu
rr

ed
 
an
d 

is
 

of
 
co

ur
se

 
no
t 

in
te

nd
ed
.



"•
CO

MR
. 

ST
EW
AR
T

ga
in
in
g 

an
y 

en
du

ri
ng

 o
bj

ec
ti

ve
 i

n 
th

e 
ca

us
e 

of
 "

wo
rl
d 

pe
ac
e,
" 

or
 i

n 
ev
en
 

su
bs

id
ia

ry
 a

re
as

 o
f 

ou
r 

in
te

rn
at

io
na

l 
re

la
ti

on
s.

Th
e 

tr
ea
su
re
 s

pe
nt

 i
n 

th
e 

pa
st
, 

bo
th
 i

n 
th

e 
fo

ra
 o

f 
fo
re
ig
n 

ai
d 

an
d 

ta
ri
ff
 c

on
ce
ss
io
ns
, 

ha
s 

no
t 

se
cu

re
d 

fo
r 

th
e 

Un
it
ed
 S

ta
te

s 
on

e 
in

te
rn

at
io

na
l 

fr
ie
nd
sh
ip
 o

f 
en

du
ri

ng
 c

ha
ra

ct
er

. 
It
 i

s 
sp

ec
ul

at
iv

e 
in

 
th

e 
ex
tr
em
e,
 a

nd
 t

ot
al
ly
 i

nc
on
si
st
en
t 

wi
th

 t
hi
s 

re
co
rd
, 

fo
r 

th
e 

Co
ng

re
ss

 
to

 c
on
si
de
r 
de
le
ga
ti
ng
 p

le
na
ry
 a

nd
 u

nl
im

it
ed

 p
ow

er
 t

o 
th

e 
Pr

es
id

en
t 

ov
er

 
ta

ri
ff

s 
an

d 
tr
ad
e 

fo
r 

th
e 

co
nt

in
ue

d 
pu

rs
ui

t 
of
 t

he
 w

il
l-
o'
-t
he
-w
is
p 

of
 

wo
rl

d 
pe

ac
e 

th
ro

ug
h 

th
is

 f
or

m 
of
 "

do
ll
ar
 d

ip
lo

ma
cy

."

I.
 

"r
ai
si
ng
 s

ta
nd
ar
ds
 o

f 
li
vi
ng
 t

hr
ou
gh
ou
t 

th
e 

wo
rl
d"
:

No
 c

as
e 

ca
n 

be
 m
ad

e 
fo

r 
th

e 
pr

op
os

it
io

n 
th
at
 r

es
id
ua
l 

ta
ri

ff
s 

or
 c

us
to

ms
 f

or
ma
li
ti
es
 i

mp
os
ed
 b

y 
th

e 
Un
it
ed
 S

ta
te
s 

on
 I

mp
or

ts
 a

re
 r

et
ar

di
ng

 
th

e 
st

an
da

rd
 o

f 
li

vi
ng

 o
f 
an

y 
co
un
tr
y 

of
 t

he
 w

or
ld

 t
od

ay
. 

Ra
th

er
, 

th
e 

st
mi
ng
 o

f 
th

e 
we
ll
sp
ri
ng
s 

of
 c

ap
it
al
 
In

ve
st

me
nt

 i
n 

le
ss

 d
ev

el
op

ed
 c

ou
n-



MR
.S

TE
WA

RT

tr
ie

s,
 t

hu
s 

de
ny

in
g 

to
 t

he
 p

eo
pl
e 

of
 t

ho
se
 c

ou
nt
ri
es
 t

he
 c

ap
ac

it
y 

of
 t

he
 

fr
ee
 e

nt
er
pr
is
e 

sy
st

em
 t

o 
ge

ne
ra

te
 w

ea
lt

h 
an
d 

ad
va

nc
e 

th
ei
r 

st
an

da
rd

 o
f 

li
vi
ng
, 

wh
ic
h 

st
if
li
ng
 i

s 
ca
us

ed
 b

y 
th

e 
bl
ig
ht
in
g 

in
fl
ue
nc
e 

of
 t

ot
al

it
ar

ia
n 

go
ve
rn
me
nt
s,
 t

he
 i

nt
ra

ns
ig

en
ce

 o
f 

th
e 

en
ri
ch
ed
 r

ul
in

g 
cl

as
se

s,
 a

nd
 t

he
 

ex
pl

oi
ta

ti
on

 b
y 

fo
re

ig
n 

ca
pi
ta
l 

(m
ul

ti
na

ti
on

al
 c

or
po

ra
ti

on
s)

 o
f 

th
e 

na
tu

ra
l 

re
so
ur
ce
s 

of
 s

uc
h 

co
un
tr
ie
s,
 a

re
 t

he
 p

ri
nc
ip
al
 c

au
se

s.
 

Th
es
e 

co
nd
it
io
ns
 c

an
no
t 

be
 c

ha
ng
ed
 b

y 
th
e 

au
th
or
it
y 

re
qu
es
te
d 

by
 t

he
 P

re
si
de
nt
 

in
 t

he
 A

dm
in

is
tr

at
io

n'
s 

tr
ad
e 

bi
ll
 
to

 a
cc
om
pl
is
h 

th
e 

fi
na

l 
di
sm

an
tl

em
en
t,

 

of
 U

. 
S.

 t
ar

if
fs

.

CO



SE
C.
 
2.

 
ST

AT
EM

EN
T 

OF
 P

UR
PO
SE
S 

SU
BS

EC
TI

ON
 
C
O

MR
. 

ST
EW

AR
T

It
 h

as
 b

ee
n 

th
e 

In
te

nd
ed

 o
bj
ec
ti
ve
 o

f 
al

l 
of

 t
he
 p

er
io
di
c 

tr
ad
e 

le
gi
sl
at
io
n 

en
ac
tm
en
ts
 t

o 
ex
pa
nd
 U

. 
S.

 e
xp
or
ts
 b

y 
pe
rm
it
ti
ng
 a

n 

ex
pa

ns
io
n 

of
 U

. 
S.

 
im
po
rt
s 

on
 a

 r
ec

ip
ro

ca
l 

ba
si
s.
 

Th
es
e 

ob
je
ct
iv
es
 h

av
e 

no
t 

be
en

 m
et

. 
Th
e 

U.
 S

. 
ha

s 
su
ff
er
ed
 a

 p
ro

gr
es

si
ve

 d
ec

li
ne

 i
n 

It
s 

sh
ar
e 

of
 w

or
ld
 e

xp
or
ts
, 

an
d 

wi
th

 p
ar
ti
cu
la
r 

ra
pi
di
ty
 s

in
ce
 t

he
 i

mp
le
me
nt
at
io
n 

of
 t

he
 K

en
ne

dy
 R

ou
nd
 c

on
ce
ss
io
ns
, 

wh
ic
h 

ha
ve

 p
ro
ve
d 

to
 b

e 
to

ta
ll

y 
on
e-
si
de
d 

in
 t

he
 f

lo
w 

of
 b

en
ef
it
s:
 

ou
tw

ar
d 

fr
om
 t

he
 U

ni
te

d 
St
at
es
. 

We
 h

av
e 

be
en

 

ou
t-
tr
ad
ed
 i

n 
ea

ch
 t

ra
de
 a

gr
ee
me
nt
 n

eg
ot

ia
ti

on
 d

ur
in
g 

th
e 

pa
st

 t
wo
 d

ec
ad
es
, 

an
d 

wh
en

 v
ic

to
ry

 w
as
 n

ot
 a
ch
ie
ve
d 

by
 o
ur

 f
or

ei
gn

 c
om

pe
ti

to
rs

 a
t 

th
e 

ba
rg

ai
n-

 

In
g 

ta
bl
e,
 i

t 
wa
s 

wr
es
te
d 

fr
om
 u

s 
in
 p

os
ta

gr
ee

me
nt

 s
he
na
ni
ga
ns
 b

y 
ou
r 

tr
ad

in
g 

pa
rt

ne
rs

 t
hr

ou
gh

 a
 h

os
t 

of
 m

ea
su
re
s:

• 
ch

an
gi

ng
 t

he
 i

nc
id
en
ce
 o

f 
bo

rd
er

 t
ax
es
;

• 
im
po
si
ng
 "

st
an

da
rd

s"
 o

n 
Im

po
rt

s;

• 
us
in
g 

ex
ch

an
ge

 c
on
tr
ol
s 

th
ro
ug
h 

ad
mi

ni
st

ra
ti

ve
 g

ui
da
nc

e 
to

 
li

mi
t 

th
e 
ac
ce
ss

 t
o 

fo
re

ig
n 

ex
ch

an
ge

 f
or

 t
he

 p
ur
ch
as
e 

of
 

U.
 S

. 
ex
po
rt
s;

5C
A)

GO
VE

RN
ME

NT

Th
e 
Ad

mi
ni

st
ra

ti
on

 
tr
ad
e 

bi
ll

 
st
at
es
 
as
 
on

e 
of
 

it
s 

pu
rp

os
es

; 
i

" 
(c
) 

To
 
st

im
ul

at
e 

th
e 

ec
on

om
ic

 
gr

ow
th

 
of
 
th
e 
Un

it
ed

 

St
at

es
 
an

d 
en

la
rg

e 
fo

re
ig

n 
ma

rk
et

s 
fo
r 

th
e 

pr
od
uc
ts
 
of
 

Un
it

ed
 
St
at
es
 
co

mm
er

ce
 
(i

nc
lu

di
ng

 
ag
ri
cu
lt
ur
e,
 
ma

nu
fa

ct
ur

in
g,

 

mi
ni

ng
, 

an
d 

fi
sh

in
g)

 
by
 
fu
rt
he
ri
ng
 
th
e 

ex
pa
ns
io
n 

of
 w
or
ld
 

"t
ra
de
 
th

ro
ug

h 
th
e 

pr
og
re
ss
iv
e 

re
du

ct
io

n 
an
d 

el
im

in
at

io
n 

of
 
ba

rr
ie

rs
 
to
 
tr
ad
e 

on
 
a 

ba
si
s 

of
 
mu

tu
al

 
be

ne
fi

t 
an
d 

eq
ui

ty
;"

Th
is
 
is
 
th
e 

tr
ad
it
io
na
l 

ob
je

ct
iv

e 
of
 U
ni

te
d 

St
at

es
 
tr

ad
e 

le
gi
sl
at
io
n 

an
d 

it
 
ha
s 

be
en
 
si
ng
ul
ar
ly
 
su

cc
es

sf
ul
. 

It
 
is
 

no
te

d 
in
 

th
e 

St
ew

ar
t 

pa
pe

r 
th

at
 
th
e 

U.
S.
 
sh
ar
e 
of

 w
or
ld
 

ex
po

rt
s 

ha
s 

de
cl
in
ed
. 

Th
is

 
fa
ct
 
is
 
no

t 
ha
rm
fu
l,
 
an

d 
it
 

is
 
in

co
nc

ei
va

bl
e 

th
at

 
an
y 

ot
he

r 
re

su
lt

 
co
ul
d 
ha

ve
 
oc
cu
rr
ed
. 

A
t
 
th

e 
en
d 

of
 
Wo

rl
d 

Ma
r 

II
 
th
e 
ma
jo
ri
ty
 
of
 
fo

re
ig

n 
pr
od
uc
ti
ve
 

po
te
nt
ia
l 

la
y 

in
 
ru
in
s.
 

It
- 
is
 
na

tu
ra

l 
an
d 

wo
ul

d 
ha

ve
 
be

en
 

tr
ag

ic
 
if
 
th
e 

ot
he

r 
co
un
tr
ie
s 

of
 
th
e 
wo

rl
d 
ha

d 
no

t 
ga

in
ed

 
in

to
'



MR
. 

S
T
E
W
A
R
T

• 
th

e 
In
cr
ea
se
d 

tr
an
sf
er
 o

f 
te
ch
no
lo
gy
 f

ro
m 

U.
 S

. 
to

 f
or
ei
gn
 

pr
od
uc
er
s 

as
 a

 c
on
di
ti
on
 f

or
 U

. 
S.

 
in
ve
st
me
nt
 b

y 
mu
lt
i 

na
ti
on
al
 c

or
po

ra
ti

on
s 

in
 h

os
t 

co
un
tr
ie
s;

• 
th
e 

es
ta
bl
is
hm
en
t 

of
 p

re
fe

re
nt

ia
l 

tr
ad
in
g 

ar
ra

ng
em

en
ts

 
fa
vo
ri
ng
 f

or
ei

gn
 c

om
pe
ti
to
rs
 t

hr
ou

gh
 t

he
 c

lo
ak
 o

f 
cu
st
om
s 

un
io

ns
 a

nd
 t

he
 "

as
so

ci
at

io
n"

 o
f 

ou
r 

tr
ad
e 

co
mp
et
it
or
s 

wi
th
 t

he
se
 d

ut
y-
fr
ee
 h

av
en
s.

Th
e 

U.
 S

. 
Ex
ec
ut
iv
e 

ha
s 

de
mo

ns
tr

at
ed

 t
ha

t 
(a
) 

he
 i

s 
re
lu
ct
an
t 

to
 a

ch
ie

ve
 t

hr
ou
gh
 t

ra
de
 n

eg
ot
ia
ti
on
s 

pr
ec
ip
it
at
ed
 b

y 
th
e 

ex
er

ci
se

 o
f 

U.
 S

. 
ri
gh
ts
 u

nd
er
 t

ra
de
 a

gr
ee
me
nt
s 

th
e 

ad
ju
st
me
nt
 o

f 
th
es
e 

wr
on

gs
; 

an
d 

(b
) 

he
 i

s 
re
lu
ct
an
t 

to
 p

ro
te

ct
 s

uc
h 

po
te
nt
ia
l 

ri
gh

ts
 a

s 
th
e 

Un
it
ed
 S

ta
te
s 

ha
s 

be
en
 a

bl
e 

in
 p

as
t 

ag
re
em
en
ts
 t

o 
ne
go
ti
at
e.
 

La
ck
in
g 

fi
rm
, 

co
ur
ag
eo
us
 

ex
er
ci
se
 o

f 
U.

 S
. 

ri
gh
ts
 u

nd
er
 t

ra
de
 a

gr
ee
me
nt
s 

to
 p

ro
te
ct
 t

he
 v

al
ue
 o

f 

co
nc
es
si
on
s 

ba
rg
ai
ne
d 

fo
r 

in
 s

uc
h 

ag
re
em
en
ts
, 

th
e 

U.
 S

. 
ha

s 
si
gn
al
ed
 t

o 

it
s 

tr
ad

in
g 

pa
rt
ne
rs
 a

n 
un
wi
ll
in
gn
es
s 

to
 d

is
ci
pl
in
e 

th
em
 f

or
 t

he
ir
 e

co
no
mi
c 

ba
nd
it
ry
 b

y 
wh
ic
h 

th
ey

 t
ak

e 
fr

om
 u

s 
th

e 
ri

gh
ts

 t
ha

t 
we
 b

ar
ga
in
ed
 a

nd
 p

ai
d 

fo
r 

in
 s

uc
h 

tr
ad
e 

ag
re
em
en
ts
. 

Fo
r 

th
e 

U.
 S

. 
Ex
ec
ut
iv
e 

no
w 

to
 a

sk
 f

or

ad
di
ti
on
al
 a

ut
ho
ri
ty
 -

 t
hi

s 
ti

me
 "

wi
th

ou
t 

li
mi
t"
 -

 t
o 

tr
av
el
 o

nc
e 

ag
ai
n 

th
is
 d

es
ol
at
e 

ro
ad

 i
s 

in
au

sp
ic

io
us

, 
to

 s
ay
 t

he
 l

ea
st

.

se
ts
)

G
O
V
E
R
W
E
N
T

th
ei
r 

pe
rc
en
ta
ge
 o

f 
wo

rl
d 

ex
po
rt
s.
 

Th
e 

Un
it
ed

 
St
at
es
 
ha
s 

co
nt
in
ue
d 

to
 g

ai
n 

in
 
te

rm
s 

of
 
th
e 

va
lu

e 
of
 
it
s 

ex
po
rt
s.

Th
e 

Ke
nn

ed
y 

Ro
un

d 
of
 
ta
ri
ff
 
ne

go
ti

at
io

ns
' 
pr
od
uc
ed
 
a 

ba
la
nc
ed
 
ag
re
em
en
t.
 

Ou
r 

co
nc

es
si

on
s 

we
re

 
no

t 
un

il
at

er
al

. 

Th
ey
 w

er
e 

fu
ll

y 
re

ci
pr

oc
at

ed
. 

No
r 

wa
s 

th
e 

va
lu

e 
of
 
th
e 

ba
rg
ai
n 

ac
hi

ev
ed

 
"w
re
st
ed
 

fr
om
 u

s 
in

 
po

st
ag
re

em
en
t 

sh
en
an
ig
an
s"
, 

wh
en

 
th
e 
Ad

mi
ni

st
ra

ti
on

 
st
at
es
 
th
at
 
ta

ri
ff

s 

ha
ve

 b
ec
om
e 

le
ss
 
im
po
rt
an
t 

re
la

't
iv

e 
to
 n

on
ta

ri
ff

 b
ar
ri
er
s,
 

it
 
is

 
no
t 

de
sc

ri
bi

ng
 
a 

su
dd
en
 
pr

ol
if

er
at

io
n 

of
 a

 
st
ea
lt
hi
ly
 

er
ec
te
d 

ne
tw

or
k 

of
 b

ar
ri

er
s 

to
 
tr

ad
e 

wh
ic

h 
ha
ve

 
be
en

 
se

t 

up
 a

br
oa

d 
to

 d
ep
ri
ve
 
th
e 

U.
S.

 
of

 
it

s 
ta
ri
ff
 
ba
rg
ai
n.
 

Wh
at

 

ha
s 

oc
cu
rr
ed
 
is
 
th
at
 
as

 
ta
ri
ff
 
ba

rr
ie

rs
 
ha
ve
 
be
en
 r

em
ov
ed
, 

et
he

r 
lo

ng
-s

ta
nd

in
g 

di
st

or
ti

on
s 

of
 
tr

ad
e 

ha
ve
 
be

co
me
 m
or
e 

ap
pa

re
nt

. 
Th

es
e 

de
se
rv
e 

ou
r 

at
te

nt
io

n 
an
d 

in
de

ed
 m

us
t 

be
 

a 
pr
im
ar
y 

fo
cu
s 

of
 
in

te
rn

at
io

na
l 

ne
go

ti
at

io
ns

.

Th
e 

re
su

lt
s 

of
 
an
y 

in
te

rn
at

io
na

l 
ne

go
ti

at
io

n,
 
ju
st
 
as

 

of
 
a 

do
me
st
ic
 n

eg
ot
ia
ti
on
, 

ar
e 

de
pe

nd
en

t 
on
 
th
e 
be
ne
fi
ts
 

to
 
th
e 

pa
rt
ie
s 

of
 
ag

re
em

en
t 

in
d 

th
e 

co
st

s 
to

 
th
em
 o

f

to 8



SC
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MR
. 

ST
EW

AR
T

GO
VE
RN
ME
NT

di
sa

gr
ee

me
nt
. 

Th
e 

pr
op
os

ed
 T

ra
de

 R
ef
or
m 
Ac

t 
co
nt

ai
ns

 
no
 

gi
ft
s 

fo
r 

ou
r 

tr
ad
in
g 

pa
rt
ne
rs
 
no

r 
an

y 
di

re
ct

 
pe

na
lt

ie
s.

 

Wh
at

 
is

 
do
es
 
co

nt
ai

n 
is

 
ba

rg
ai

ni
ng

 
au
th
or
it
y 

fo
r 

th
e 

U.
S.
 

ne
go
ti
at
or
s 

to
 
fo
st
er
 
th
e 

ex
pa

ns
io

n 
of
 w

or
ld
 
tr
ad
e 

th
ro

ug
h 

th
e 

pr
og
re
ss
iv
e 

re
du

ct
io

n 
of
 b

ar
ri

er
s 

to
 
tr

ad
e 

"o
n 

a 
ba
si
s 

of
 m
ut
ua
l 

be
ne
fi
t 

an
d 

eq
ui
ty
".

So
me

 r
es

po
ns

e 
sh

ou
ld

 a
ls
o 

be
 m
ad
e 

to
 
th
e 

in
co

rr
ec

t 

st
at

em
en

t 
of
t-
re
pe
at
ed
 
in

 
th

e 
St
ew
ar
t 

pa
pe
r 

th
at
 
th
e 

U.
S.
 

-a
ft

er
 
be

in
g 

ou
t-

tr
ad

ed
 
at
 
th

e 
ba

rg
ai

ni
ng

 
ta

bl
e 

ha
s 

si
nc
e 

fa
il

ed
 
to
 p

ro
te
ct
 i

ts
 
ri
gh

ts
 
un

de
r 

ex
is

ti
ng

 a
gr

ee
me

nt
s.

 

.I
n 

fa
ct
, 

th
e 

Un
it

ed
 
St
at
es
 
ha
s 

he
ld
 o

th
er

 
si
gn
at
or
ie
s 

to
 

in
te

rn
at

io
na

l 
ag
re

em
en

ts
 
fu

ll
y 
re
sp
on
si
bl
e 

fo
r 
li
vi
ng
 
up
 

to
 
th
e 

le
tt

er
 
an
d 

th
e 

sp
ir
it
 o

f 
th
os
e 

ob
li
ga
ti
on
s.
 

We
 

ha
ve
 
ne
it
he
r 
th
e 

po
we

r 
no
r 

th
e 

de
si

re
 
to
 
be

 
th
e 

ec
on
om
ic
 

po
li
ce
ma
n 

of
 
th
e 

wo
rl
d 

bu
t 

ha
ve
 v

ig
or
ou
sl
y 

pr
ot
ec
te
d 

ou
r 

in
te

re
st

s.
 

Wh
er

e 
th

er
e 

ha
ve
 b

ee
n 

cl
ea
r 

vi
ol

at
io

ns
 
of
 
th
e 

ru
le

s 
an

d 
U.

S.
 
tr

ad
e 

ha
s 

be
en

 d
is

ad
va

nt
ag

ed
, 

we
 h

av
e 

pr
es
se
d 

ou
r 

ri
gh

ts
. 

Wh
er

e 
th
e 

ru
le

s 
th
em
se
lv
es
 
ar

e 
in

ad
eq

ua
te

, 

we
 
mu
st
 
co

ns
tr

uc
t 

ne
w 

ru
le
s.

to 8 05



SE
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2.

 
ST
AT
EM
EN
T 

OF
 
PU

RP
OS

ES
 

SU
BS
EC
TI
ON
 
CD
)

MR
. 

S
T
E
W
A
R
T

Th
is
 c

la
us
e 

1s
 a

 s
ig

na
l 

th
at
 l

ik
e 

It
s 

un
su
cc
es
sf
ul
 p

re
de
ce
ss
or
, 

th
is
 A

dm
in
is
tr
at
io
n 

ha
s 

ad
op
te
d 

as
 f

ir
m 

po
li
cy
 t

ha
t 

an
y 

U.
 
S.
 
in
ve
st
me
nt
 

fo
r 

pr
od
uc
ti
on
 I

n 
th

e 
Un
it
ed
 S

ta
te

s 
to
 s

er
ve
 t

he
 U

. 
S.
 m

ar
ke
t,
 a

nd
 a

ny
 

em
pl
oy
me
nt
 g

en
er
at
ed
 a

nd
 s

up
po
rt
ed
 b

y 
su
ch
 I

nv
es
tm
en
t,
 d

o 
no

t 
ha
ve
 t

he
 

ri
gh
t 

to
 e

xi
st
 1

f 
th
ey
 c

an
no
t 

co
mp
et
e 

wi
th
ou
t 

ta
ri
ff
s 

at
 t

he
 b

or
de
r 

to
 

eq
ua
li
ze
 t

he
 a

cc
um
ul
at
io
n 

of
 c

os
t 

ad
va
nt
ag
es
 i

n 
im

po
rt

ed
 p

ro
du
ct
s 

tr
ac
ea
bl
e 

to
 d

if
fe
re
nc
es
 i

n 
th
e 

U.
 S

. 
an
d 

fo
re
ig
n 

st
an

da
rd

s 
of
 l

iv
in
g.

Du
e 

to
 t

he
 i

nt
er
na
ti
on
al
 d

if
fu
si
on
 o

f 
ma

nu
fa

ct
ur

in
g 

te
ch

no
lo

gy
, 

th
e 

Un
it
ed
 S

ta
te
s 

no
 l

on
ge
r 

ha
s 

a 
co
mp
ar
at
iv
e 

ad
va
nt
ag
e 

in
 t

ec
hn
ol
og
y.
 

It
 i

s 
ob
vi
ou
s 

th
at
 c

ap
it
al
 f

or
ma
ti
on
 h

as
 a

dv
an
ce
d 

to
 t
he
 p

oi
nt

 i
n 

ot
he

r 

co
un
tr
ie
s,
 t

hr
ou
gh
 t

he
 a

bu
nd
an
ce
 o

f 
do
ll
ar
s 

av
ai
la
bl
e 

to
 t

he
 c

en
tr
al
 
ba
nk
s 

of
 t

ho
se
 c

ou
nt
ri
es
 a

nd
 t

he
 f

re
ew
he
el
in
g 

in
ve
st
me
nt
 a

ct
iv

it
ie

s 
of
 m

ul
ti
 

na
ti
on
al
 c

or
po
ra
ti
on
s,
 t

ha
t 

ca
pi
ta
l 

is
 c

om
pl

et
el

y 
re

sp
on

si
ve

 t
o 

th
e 

op
po
rt
un
it
ie
s 

fo
r 

in
ve
st
me
nt
 f

or
 t

he
 m

an
uf
ac
tu
re
 o

f 
go
od
s 

in
 f

or
ei
gn
 

co
un
tr
ie
s 

fo
r 

ex
po

rt
at

io
n 

to
 t

he
 U

ni
te
d 

St
at
es
. 

It
 i

s 
th
er
ef
or
e 

qu
it
e 

ce
rt

ai
n 

th
at
 m

od
er
n,
 w

el
l-
fi
na
nc
ed
, 

te
ch
no
lo
gi
ca
ll
y 

mo
de
rn
 i

nd
us
tr
ie
s

6C
A)

Th
e 

tr
ad
e 

bi
ll

 
st
at
es
 
as
 
on
e 

of
 
it
s 

pu
rp
os
es
: 

"
(A
) 

To
 
es
ta
bl
is
h 

a 
pr
og
ra
m 

of
 
te
mp
or
ar
y 

im
po

rt
 
re
li
ef
 

to
 
fa

ci
li

ta
te

 
ad
ju
st
me
nt
 o

f 
se

ct
io
ns
 
of

 
th

e 
do
me
st
ic
 
ec

on
om

y 

ad
ve
rs
el
y 

af
fe
ct
ed
 b

y 
in

cr
ea

se
d 

im
po
rt
s,
 
co
ns

is
te

nt
 w
it
h 

an
ti
ci
pa
te
d 
mu
lt
il
at
er
al
 
sa

fe
gu

ar
d 

ru
le

s 
be
in
g 

ne
go

ti
at

ed
 

wi
th
 o
th
er
 t

ra
di
ng
 n

at
io

ns
;"

A 
pr
og
ra
m 

of
 
te
mp
or
ar
y 

im
po
rt
 r

el
ie

f 
is
 n

ec
es
sa

ry
 
to

.e
as

e 

th
e 

ad
ju
st
me
nt
 
of
 
in

di
vi

du
al

 
in
du
st
ri
es
 
to
 
im

po
rt

 
co
mp
et
it
io
n.
 

Th
e 

pr
ot
ec
ti
on
 
is
 
no
t 

pe
rm
an
en
t 

un
de
r 

Un
it
ed
 
St

at
es

 
la

w 

be
ca

us
e 

it
 h

as
 
ne
ve
r 

be
en
 
co
ns
id
er
ed
 
ec
on
om
ic
al
ly
 
fe

as
ib

le
 

to
 t

ax
 p

er
ma
ne
nt
ly
 d

om
es
ti
c 

us
er
s 

of
 a

 
pr
od
uc
t 

to
 p

ay
 
fo

r 

un
ec
on
om
ic
 
pr
od
uc
ti
on
. 

It
 
is
 
ju
st
if
ia
bl
e 

fo
r 

th
e 

U.
S.

 

ec
on

om
y 

to
 
he
lp
 b

ea
r 

th
e 

co
st
s 

of
 a

dj
us
tm
en
t 

ov
er

 
a 

re
as
on
ab
le
 
pe
ri
od
 o

f 
ti
me
, 

bu
t 

it
 w

ou
ld
 
se
ri
ou
sl
y 

in
ju

re
 

-t
he
 U
ni
te
d 

St
at

es
 
ec
on
om
y 

to
 
tr

y 
to
 
av
oi
d 

ad
ju

st
me

nt
 b

y 

'm
ai
nt
ai
ni
ng
 h
ig
h 

tr
ad
e 
ba
rr
ie
rs
 
at

 t
he
 b

or
de

r.

Th
e 

ar
gu
me
nt
 f

or
 
hi
gh
 a

nd
 
co
nt
in
ui
ng
 
U.
S.

 
tr

ad
e

to



eo
n

MR
|.
 
ST

EW
AR

T

at
 l

ow
er
 w

ag
es

, 
an

d 
lo
we
r 

ta
x 

co
st

s,
 c

an
 p

ro
du
ce
 f

or
 e

xp
or
t 

to
 t

he
 U

ni
te

d 

St
at
es
 w

it
h 

a 
ho

st
 o

f 
ec
on
om
ic
 I

nc
en
ti
ve
s 

in
cl
ud
in
g 

ta
x 

co
nc

es
si

on
s 

an
d 

a 
re
mi
ss
io
n 

of
 i

nt
er

na
l 

ta
x 

bu
rd
en
s 

at
 t

ot
al

 
co
st
s 

fa
r 

be
lo
w 

th
os
e 

ap
pl
ic
ab
le
 

to
 t

he
 c

om
pe
ti
ng
 U

ni
te

d 
St
at
es
 i

nd
us
tr
y.

In
 o

ur
 l

aw
, 

th
e 

Fa
ir
 L

ab
or
 S

ta
nd
ar
ds
 A

ct
 m
ak
es
 i

t 
a 

cr
im
e 

fo
r 

do
me

st
ic

 p
ro
du
ce
rs
 t

o 
pa
y 

le
ss
 t

ha
n 

th
e 
mi

ni
mu

m 
wa
ge
 o

r 
to

 w
or

k 
th
ei
r 

em
pl
oy
ee
s 

pa
st

 t
he

 m
ax
im
um
 h

ou
rs
 w

it
ho

ut
 t

he
 p

ay
me

nt
 o

f 
ti
me
 a

nd
 a

 h
al
f 

fo
r 

ov
er
ti
me
. 

Ye
t 

th
e 

Ad
mi

ni
st

ra
ti

on
's

 t
ra
de
 b

il
l 

wo
ul
d 

co
nf

er
 u

po
n 

fo
re
ig
n 

pr
od
uc
er
s 

th
e 

un
li
mi
te
d 

ri
gh
t 

wi
th

ou
t 

in
te
rr
up
ti
on
 b

ey
on

d 
a 

te
mp
or
ar
y 

pe
ri
od
 f

or
 U

. 
S.

 
in
du
st
ri
es
 t

o 
mo
ve
 o

ut
 o

f 
th
e 

wa
y 

to
 i

nv
es

t 

fo
r 

th
e 

cr
ea

ti
on

 o
f 
ma
nu
fa
ct
ur
in
g 

ca
pa
ci
ty
 t

o 
se
rv
e 

th
e 
Un
it

ed
 S

ta
te
s 

ma
rk

et
 w

it
ho

ut
 m

ee
ti

ng
 t

he
se
 s

ta
nd
ar
ds
, 

or
 t

he
 e

qu
iv
al
en
t 

in
 t

he
 f

or
m 

of
 i

mp
or

t 
du
ti
es
. 

Th
is
 i

s 
a 

po
li
cy
 w

hi
ch
 i

s 
de
st
in
ed
 s

o 
to
 e

ro
de
 t

he
 

si
ne
ws
 o

f 
Am

er
ic

an
 i

nd
us

tr
ia

l 
st
re
ng
th
 a

nd
 t

o 
di
mi
ni
sh
 e

mp
lo
ym
en
t 

op
po
r 

tu
ni

ti
es

 i
n 

th
e 

Un
it

ed
 S

ta
te
s 

th
at

 i
t 

sh
ou

ld
 n

ot
 b

e 
co

un
te

na
nc

ed
.

GO
VE
RN
ME
NT

ba
rr

ie
rs

 
is
 
ba

se
d 

on
 
th
e 

da
ng
er
ou
s 

sh
ip

-w
or

n 
my

th
 
th
at
 
th
e 

Un
it

ed
 
St
at
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ei
r 

ow
n 

ad
va
nt
ag
e 

at
 t

he
 e

xp
en

se
 o

f 
th
e 

st
re
ng
th
 o

f 
th
e 

do
ll

ar
. 

Ho
w 

ca
n 

do
me
st
ic
 i

nd
us
tr
ie
s 

an
d 

th
ei
r 

wo
rk
er
s 

be
 e

xp
ec
te
d 

to
 c

ar
ry
 a

lo
ne
 t

hi
s 

bu
rd

en
 i

n 
th

e 
fo

rm
 o

f 

in
cr
ea
se
d 

ac
ce

ss
 t

o 
U.

 S
. 

ma
rk

et
s 

fo
r 

Im
po
rt
ed
 p

ro
du
ct
s?
 

Wh
y 
we

ak
en

 o
r 

de
st

ro
y 

U.
 S

. 
in
ve
st
me
nt
 a

nd
 e

mp
lo
ym
en
t 

op
po

rt
un

it
ie

s 
wh
en
 t

he
 c

au
se
 o

f 

th
es

e 
pr

ob
le

ms
 d

oe
s 

no
t 

re
st

 w
it
h 

th
e 

do
me

st
ic

 s
ec

to
r?

G
O
V
E
R
W
E
N
T

cl
ar

if
ie

d 
an
d 

ma
de

 
le
ss
 
ri

gi
d.

 
Th

e 
au

th
or

it
y 

to
 
ca
rr
y 

ou
t 

U.
S.

 
ri
gh
ts
 
un
de
r,
 
in

te
r 

al
ia
, 

Ar
ti
cl
es
 
XI

I,
 
XI

X,
 
XX
II
I,
 

an
d 

XX
VI
II
 o

f 
th

e 
GA

TT
 
(a

ll
 
in

vo
lv

in
g 

th
e 

in
cr

ea
se

 
of
 
U.
S.
 

im
po
rt
 
re

st
ri

ct
io

ns
 
in
 o

rd
er
 
to

 m
ai
nt
ai
n 

th
e 

ba
rg

ai
ns

;!
-f

or
 b
al
an
ce
 

of
 
co
nc
es
si
on
s)
 l
ik

ew
is

e 
ex
is
ts
 
bu

t 
is

 
no
t 

fl
ex
ib

le
. 

Th
e 

ab
il
it
y 

to
 
en

te
r 

in
to
 m

in
or

 
be

ne
fi

ci
al

 
ta

ri
ff

 
ag

re
em

en
ts

 

ou
ts

id
e 

of
 
pe

ri
od

s 
of
 b

ro
ad

 
tr
ad
e 

ag
re
em
en
t 

au
th

or
it

y 
wo
ul
d 

be
 
li

ke
wi

se
 v

er
y 

us
ef

ul
. 

Se
ct

io
n 

40
4 

pr
ov

id
es

 
au

th
or

it
y 

fo
r 

th
e 

pa
ym

en
t 

of
 
co
mp
en
sa
ti
on
. 

Th
e 

ac
ce
pt
ab
il
it
y 

ab
ro

ad
 

of
 
th
e 

im
po

si
ti

on
 b

y 
th

e 
U.
S.
 
of
 
im

po
rt

 
re

st
ra

in
ts

 
to

 
al
lo
w 

do
me

st
ic

 
in
du
st
ri
es
 
to
 a

dj
us

t 
de
pe
nd
s 

on
 
th
e 

ab
il
it
y 

of
 
th

e 

U.
S.
 
to

 o
ff

er
 
co
mp
en
sa
to
ry
 
co
nc
es
si
on
s 

to
 
ke

ep
 
th
e 

ba
la
nc
e 

of
 c

on
ce
ss
io
ns
 
un

de
r 

tr
ad
e 

ag
re

em
en

ts
. 

Fi
na

ll
y,

 
it

 
is

 

ne
ce
ss
ar
y 

to
 h

av
e 

th
e 

au
th
or
it
y 

to
 
su
sp
en
d 

te
mp
or
ar
il
y 

du
ri
ng
 p

er
io

ds
 
of
 
in
fl
at
io
n 

im
po
rt
 
re

st
ri

ct
io

ns
 
on
 
go
od
s 

wh
ic
h 

ar
e 

no
t 

av
ai

la
bl

e 
at
 
re

as
on

ab
le

 p
ri

ce
s.

to CO o
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e 
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d 
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y 
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d 
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 b
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l 

wi
th
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t 
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ec
ti
ng
 i

ts
el
f 

to
 

th
e 

di
sc

ip
li

ne
 o

f 
ex
ac
ti
ng
 f

ro
m 

th
e 

ot
he
r 

pa
rt
ie
s 

to
 a

 t
ra
de
 a

gr
ee
me
nt
 -

 

th
e 

re
ci
pi
en
ts
 o

f 
th

e 
U.
 S

. 
co

nc
es

si
on

s 
- 
fu
ll
y 

re
ci
pr
oc
al
 
tr
ea
tm
en
t 

of
 

U.
 
S.
 e

xp
or
ts
. 

Th
us

 t
he

 b
il
l 

wo
ul
d 

em
po
we
r 

th
e 

Pr
es
id
en
t 

to
 u

se
 t

he
 n

ew
 

au
th
or
it
y 
wh
en
ev
er
 h

e 
de
te
rm
in
es
 t

ha
t 
an
y 

of
 t

he
 p

ur
po

se
s 

of
 t

he
 A

ct
 w

ou
ld
 

be
 p
ro

mo
te

d 
th

er
eb

y.
 

Th
e 

ne
bu

lo
us

 s
ta
te
me
nt
 o

f 
pu

rp
os

es
 i

s 
so
 s

we
ep
in
g,
 

so
 i

mp
os
si
bl
e 

of
 a

tt
ai

nm
en

t 
th

ro
ug

h 
th

e 
gr

an
t 

of
 e

co
no
mi
c 

co
nc

es
si

on
s,

 a
nd

 
so

 i
mp
os
si
bl
e 

to
 v

al
id
at
e 

or
 v

er
if
y 

th
at

 t
he

 b
il

l 
wo
ul
d 

su
bj
ec
t 

th
e 

Pr
es
id
en
t 

in
 f

ac
t 

to
 n

o 
re

al
 p

re
co

nd
it

io
ns

 f
or

 t
he

 u
se

 o
f 

th
is
 d

el
eg
at
ed
 p

ow
er
.

Th
e 

Co
ns

ti
tu

ti
on

, 
as

 i
nt
er
pr
et
ed
 b

y 
th
e 

Su
pr

em
e 

Co
ur

t,
 r

eq
ui
re
s 

th
at

 t
he

 C
on
gr
es
s 

at
ta
ch
 s

pe
ci
fi
c 

co
nd
it
io
ns
 t

o 
th

e 
de

le
ga

ti
on

 o
f 

it
s 

po
we
r 

an
d 

au
th
or
it
y 

ov
er
 f

or
ei
gn
 c

om
me
rc
e 

to
 t

he
 P

re
si
de
nt
. 

Th
e 

Co
ng
re
ss
 

mi
st

 l
ay
 d

ow
n 

a 
".
pr
im
ar
y 

st
an

da
rd

" 
or
 a

n 
"i

nt
el

li
gi

bl
e 

pr
in
ci
pl
e"
 w

hi
ch

 
se

ts
 f

or
th
 t

he
 p

ar
ti
cu
la
r 

co
nd
it
io
ns
 w

hi
ch
 m

us
t 

be
 s

at
is
fi
ed
 i

f 
th

e 
de
le
-
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ce
pt
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r 

th
e 
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le
ti
on
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f 
th

e 
ar

it
hm

et
ic

 
li

mi
ta

ti
on

s 

on
 
th
e 

Pr
es
id
en
t'
s 

au
th

or
it

y 
to

 
re
du
ce
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in
cr
ea
se
 
ra

te
s 

of
 

du
ty
, 

th
e 

au
th

or
it

y 
co

nf
er

re
d 

on
 
th
e"
Pr
es
id
en
t 

by
 
se

ct
io

n 

• 1
01
 o

f 
th
e 

tr
ad

e 
bi
ll
 
is

 
id
en
ti
ca
l 

in
 
su

bs
ta

nc
e 

to
 
th

at
 

co
nf

er
re

d 
by
 
se

ct
io

n 
35
0(
a)
(l
) 

of
 
th
e 

Ta
ri
ff
 A

ct
 
of
 
19

30
, 

as
 
am
en
de
d,
 
an

d 
by

 
se
ct
io
n 

20
1 
of

 
th

e 
Tr

ad
e 

Ex
pa
ns
io
n 

Ac
t.
 

Th
e 

de
le

ti
on

 
of

 
th

e 
re
qu
ir
em
en
t 

th
at

 
th
e 

Pr
es
id
en
t 

de
te
rm
in
e 

th
at
 U

.S
. 

or
 
fo
re
ig
n 

im
po

rt
 
re
st
ri
ct
io
ns
 
ar
e 

un
du
ly
 b

ur
de

ni
ng

 

an
d 

re
st
ri
ct
in
g 

U.
S.
 
fo
re
ig
n 

tr
ad
e 

wo
ul

d 
ef
fe
ct
 
no
 
su
bs
ta
nt
iv
e 

ch
an
ge
 
in

 
th
e 

op
er

at
io

n 
of

 
th

is
 
se

ct
io

n,
 
an
d 

me
re
ly
 
re
fl
ec
ts
 

th
e 

fa
ct

 
th
at
 
Co
ng
re
ss
 
wo

ul
d 

ha
ve

 
ma
de
 
th

is
 
fi

nd
in

g 
al
re
ad
y 

by
 
pa
ss
in
g 

th
e 

bi
ll
 w

it
h 

th
e 

kn
ow

le
dg

e 
th

at
 
it

 w
as
 
th
e 

in
te
nt
 o

f 
th

e 
Ad

mi
ni

st
ra

ti
on

 
to
'n
eg
ot
ia
te
 
ta
ri
ff
 
re

du
ct

io
ns

 

in
 r

et
ur
n 

fo
r 

tr
ad
e 

co
nc

es
si

on
s 

by
 
ot

he
rs

. 
Th
e 

pu
rp
os
e 

mo
st
 d

ir
ec
tl
y 

re
la

te
d 

to
 
ex
er
ci
se
 
of
 
th
e 

ta
ri
ff
 
au

th
or

it
y 

is
 
co
nt
ai
ne
d 

in
 
se

ct
io

n 
2(

c)
 
wh
ic
h 

pr
ov
id
es
:

o
 

oo
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T

ga
te
d 

au
th
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y 
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ll
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 b
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id
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t.
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 b
il

l'
s 

la
ng

ua
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 t
ha
t 

pe
rm

it
s 

th
e 

Pr
es
id
en
t 

to
 a

ct
 w

he
ne
ve
r 

he
 d

et
er
mi
ne
s 

th
at
 

"a
ny

" 
of
 a

 h
os

t 
of

 v
ag

ue
ly

 s
ta

te
d 

co
nc
ep
ts
 -

 s
uc
h 

as
 "

pe
ac

e,
" 

"i
nt
er
na
ti
on
al
 

co
op

er
at

io
n,

" 
"f
or
mu
la
ti
on
 o

f 
In
te
rn
at
io
na
l 

st
an
da
rd
s 

fo
r 

in
ve
st

me
nt
,"

 

"i
mp

ro
ve

me
nt

 o
f 

th
e 

in
te
rn
at
io
na
l 

mo
ne

ta
ry

 s
ys

te
m,

" 
or
 "

pr
ov
id
e 

a 
me
an
s 

of
 s

ol
vi
ng
 p
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bl
em
s"
 -

 w
il
l 

be
 "

pr
om
ot
ed
,"
 f

ai
ls

 t
o 

re
qu
ir
e 

an
y 

de
fi

ni
te

ac
co

mp
li

sh
me

nt
 i

n 
an
y 
me
as
ur
ab
le
 a

re
a 

as
 t

he
 c

on
di
ti
on
 f

or
 i

ts
 u

se
. 

Th
es
e 

va
gu
e 

ge
ne

ra
li

ti
es

 d
o 

no
t 

co
ns
ti
tu
te
 a

 p
ri
ma
ry
 s

ta
nd
ar
d 

or
 a

n 
in
te
ll
ig
ib
le
 

pr
in
ci
pl
e.
 

Th
e 

bi
ll
 
in

 t
hi
s 

re
sp
ec
t 

of
fe
rs
 b

ut
 o

ne
 m

or
e 

in
st

an
ce

 o
f 

th
e 

Ex
ec
ut
iv
e 

as
ki

ng
 t

he
 C

on
gr
es
s 

to
 a

bd
ic
at
e 

a 
pa
rt
ic
ul
ar
, 

sp
ec
if
ie

d 
Co

ns
ti

tu
 

ti
on

al
 r

es
po
ns
ib
il
it
y;
 n

am
el
y,
 t

o 
re
gu
la
te
 f

or
ei
gn
 c

om
me
rc
e.

*(
c)

 
To
 
st
im
ul
at
e 

th
e 

ec
on

om
ic

 
gr

ow
th

 o
f 

th
e 

Un
it
ed
 

St
at

es
 
an
d 

en
la
rg
e 

fo
re

ig
n 
ma
rk
et
s 

fo
r 

th
e 

pr
od
uc
ts
 
of
 

Un
it

ed
 
St
at
es
 
co

mm
er

ce
 
(i
nc
lu
di
ng
 
ag

ri
cu

lt
ur

e,
 
ma

nu
fa

ct
ur

in
g,

 

mi
ni

ng
, 

an
d 

fi
sh
in
g)
 
by
 
fu
rt

he
ri

ng
 
th
e 

ex
pa
ns
io
n 

of
 w

or
ld
 

tr
ad
e 

th
ro

ug
h 

th
e 

pr
og
re
ss
iv
e 

re
du

ct
io

n 
an

d 
el
im
in
at
io
n 

of
 b

ar
ri

er
s 

to
 
tr
ad
e 

on
 a

 
ba
si
s 

of
 m

ut
ua

l 
be
ne
fi
t 

an
d 

eq
ui
ty
; 

"

Th
is
 
is

 
ve
ry
 
si

mi
la

r 
to

 
se

ct
io

n 
10
2(
1)
 
of
 
th

e 
Tr
ad
e 

Ex
pa
ns
io
n 

Ac
t 

of
 
19
62
.

Th
e 

st
ew
ar
t 

pa
pe

r 
su

gg
es

ts
 
th
at
, 

co
nt
ra

ry
 
to

 
th
e 

lo
ng

 

.e
st
ab
li
sh
ed
 
pr

ec
ed

en
t 

in
 
th
e 

tr
ad
e 

le
gi
sl
at
io
n 

fi
el
d,
 
th
e 

Pr
es

id
en

t 
mi
gh
t 

in
te

nd
 
to
 d

ep
ar
t 

fr
om
 s

ee
ki
ng
 
tr

ad
e 

be
ne
fi
ts
 

fo
r 

U.
S.
 
ex

po
rt

s 
wh
en
 h

e 
co

nc
lu

de
s 

tr
ad
e 

ag
re
em
en
ts
. 

Th
is
 

is
 
no
t 

th
e 

in
te

nt
io

n 
of
 
th
e 

bi
ll
.
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Th
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 s
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n 
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d 
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 P

re
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nt
 t

he
 p

ow
er

 t
o 

el
im
in
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e 

al
l 

re
ma
in
in
g 

im
po
rt
 d

ut
ie
s 

en
ti
re
ly
, 

an
d 

em
ph
as
iz
es
 t

ha
t 

no
 t

es
t 

ot
he
r 

th
an
 t

he
 P

re
si
de
nt
's
 w

hi
m 

- 
hi

s 
de

te
rm

in
at

io
n 

- 
th
at
 i

t 
is
 "

ap
pr
op
ri
at
e"
 

fo
r 

hi
m 

to
 d

o 
so

. 
To
 b

e 
va

li
d 

Co
ns

ti
tu

ti
on

al
ly

 t
he

re
 m

us
t 

be
 a

 f
in

di
ng

 

of
 f

ac
t 

by
 t

he
 P

re
si
de
nt
 t

ha
t 

th
e 

pr
im

ar
y 

st
an
da
rd
s 

sp
ec
if
ie
d 

by
 t

he
 

Co
ng

re
ss

 w
ou
ld
 b

e 
sa
ti
sf
ie
d 

by
 h

is
 a

ct
io
n.
 

He
 m
us

t 
as
se
ss
 t

he
 f

ac
ts

 a
nd
 

ci
rc
um
st
an
ce
s 

th
at
 p

er
ta

in
 t

o 
th
e 

ma
tt

er
s 

sp
ec
if
ie
d 

by
 t

he
 C

on
gr

es
s 

as
 

fa
ll

in
g 

wi
th

in
 i

ts
 o

bj
ec

ti
ve

s,
 f

in
d 

as
 a

 f
ac

t 
th
at
 t

he
se

 e
qu
at
e 

to
 t

he
 

Co
ng
re
ss
io
na
l 

pu
rp
os
e,
 a

nd
 t

ak
e 

su
it

ab
le

 s
te
ps
 o

n 
th
e 

re
co
rd
 t

o 
de
ve
lo
p 

th
e 

re
qu
is
it
e 

bo
dy
 o

f 
in
fo
rm
at
io
n 

up
on

 w
hi

ch
 s

uc
h 

a 
fi
nd
in
g 

co
ul
d 

be
 m

ad
e.

 

Wi
th

ou
t 

th
is

, 
it

 i
s 

im
po
ss
ib
le
 f

or
 t

he
 c

ou
rt
s 

to
 r

ev
ie
w 

th
e 

Pr
es

id
en

t'
s 

ac
ti

on
 i

n 
an
y 

pa
rt
ic
ul
ar
 u

se
 o

f 
th
e 

de
le
ga
te
d 

au
th
or
it
y 

to
 d

et
er
mi
ne
 w

he
th
er
 

th
e 

co
nd
it
io
ns
 f

or
 a

 C
on
st
it
ut
io
na
l 

ex
er
ci
se
 b

y 
th
e 

Pr
es
id
en
t 

of
 p

ro
pe

rl
y 

de
le
ga
te
d 

po
we

r 
ha
ve
 b

ee
n 

me
t.

 
If

 c
ou
rt
 r

ev
ie
w 

fo
r 

th
is

 p
ur

po
se

 i
s 

no
t 

po
ss
ib
le
, 

th
e 

ch
ec
ks
 a

nd
 b

al
an
ce
s 

of
 o

ur
 C

on
st
it
ut
io
na
l 

sy
st
em

 c
an

no
t 

wo
rk

.
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e 
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t 
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pe

r 
fu

rt
he

r 
su

gg
es

ts
 
th

at
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ti
tu
ti
on
al
 

pr
ob

le
ms

 
ar
e 

ra
is

ed
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th
e 

na
tu

re
 o

f 
th
e 

pu
rp

os
es

 
se
t 

fo
rt
h 

in
 
se

ct
io

n 
2 

of
 
th
e 

bi
ll
 
an
d 

th
e 

fa
ct
 
th
at
 
th
e 

Pr
es

id
en

t 

wo
ul
d 

be
 
au

th
or

iz
ed

 
to

 
en

te
r 

in
to
 
ag

re
em

en
ts

 
wh
en
ev
er
 
he

• 
de

te
rm

in
es

 
th
at
 
th

e 
pu

rp
os

es
 
of
 
th
e 
Ac

t 
wi
ll
 
be
 
pr
om
ot
ed
 

th
er
eb
y.
 

Bu
t 
Co
ng
re
ss
 
ha
s 

us
ed

 
th
is
 
ba

si
c 

fo
rm
ul
at
io
n 

in
 

al
l 

pr
io

r 
gr
an
ts
 
of
 
tr

ad
e 

ag
re
em
en
t 

im
pl
em
en
ta
ti
on
 a

ut
ho
ri
ty
 

si
nc
e 

19
34

: 
se
e 

se
ct

io
n 

35
0(

a)
(1

) 
of
 
th
e 

Ta
ri
ff
 A

ct
 o

f 

19
30
, 

as
 
am
en
de
d,
 
an
d 

se
ct

io
n 

20
1 

of
 
th
e 

Tr
ad

e 
Ex
pa
ns
io
n 

Ac
t 

of
 
19
62
. 

Ev
er
y 
Co
ur
t 

wh
ic

h 
ha
s 

co
ns
id
er
ed
 
th
e 

qu
es
ti
on

•h
as
 h

el
d 

th
at
 
th
e 

de
le

ga
ti

on
 o

f 
au

th
or

it
y 

to
 
th
e 

Pr
es
id
en
t 

in
 
th

es
e 

st
at

ut
es

 
is

 
co

ns
ti

tu
ti

on
al

: 
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e 

be
ne

fi
t 

of
 t
ar

if
f 
co
nc

es
si

on
s 
gr

an
te

d 
by
 t

he
 U

ni
te

d 
St
at
es
 u

nd
er
 

tr
ad
e 

ag
re
em
en
ts
 f

ro
m 
co
un
tr
ie
s 

wh
ic
h 

ha
ve
 u

nf
ai
rl

y 
or
 

di
sc
ri
mi
na
to
ri

ly
 i

mp
ed

ed
 a
cc

es
s 

fo
r 

U.
 
S.

 
ex

po
rt

s 
to
 t

he
ir
 

ma
rk
et
s,
 
an
d,
 
as
 :

va
y 
be

 a
pp

ro
pr

ia
te

 i
n 

su
pp
or
t 
of
 o
r 

in
 

fu
rt

he
ra

nc
e 

of
 t

he
 o

bj
ec
ti
ve
 o

f 
re

mo
vi

ng
 s

uc
h 

im
pe
di

me
nt

s 
to

 U
. 

S.
 
ex
po

rt
s 

in
 t

he
 e

xe
rc
is
e 

of
 t

he
 a

fo
re

me
nt

io
ne
d 
ri
gh
ts
 

an
d 
po

we
rs

, 
to
 "•

G
O
V
E
R
N
M
E
N
T

to CO
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3.
 

NO
NT
AR

IF
F 

BA
RR

IE
RS

 
TO
 T

RA
DE
 

SU
BS
EC
TI
ON
S 
C
O
 
S 

CD
)

MR
. 

ST
EW

AR
T

Se
ct
io
n 

10
3 

at
 s

ub
se

ct
io

n 
(d

) 
un
de
rt
ak
es
 t

o 
pr
ov
id
e 

a 
pr
oc
ed
ur
e 

un
de
r 

wh
ic

h 
th

e 
Pr

es
id

en
t 

ca
n 

en
te

r 
in

to
 a

n 
ag
re
em
en
t 

wi
th

 o
th

er
 c

ou
nt
ri
es
 

pr
ov

id
in

g 
fo
r 

th
e 

re
mo
va
l 

or
 m

od
if

ic
at

io
n 

of
 n

on
ta
ri
ff
 b

ar
ri

er
s 

to
 t

ra
de
 

ma
in

ta
in

ed
 b

y 
th
e 

Un
it
ed
 S

ta
te

s,
 s

ub
je

ct
 t

o 
hi

s 
ob

li
ga

ti
on

 t
o 

no
ti
fy
 t

he
 

Co
ng

re
ss

 o
f 

hi
s 

in
te
nd
ed
 a

ct
io

n 
an
d 

th
e 

ri
gh
t 

of
 t

he
 C

on
gr

es
s 

wi
th
in
 a

 

de
fi
ni
te
 p

er
io

d 
of
 t

im
e 

to
 d

is
ap

pr
ov

e 
of

 s
uc

h 
ag
re
em
en
t 

by
 a

n 
af

fi
rm

at
iv

e 

vo
te

 o
f 

a 
ma
jo
ri
ty
 o

f 
th

e 
au

th
or

iz
ed

 m
em

be
rs

hi
p 

of
 e

it
he

r 
ho

us
e 

of
 C

on
gr

es
s.

Th
e 

bi
ll
 
at

 s
ub

se
ct

io
n 

(c
) 

of
 S

ec
ti

on
 1

03
, 

ho
we
ve
r,
 c

ar
ve

s 

ou
t 

a 
st

ar
tl

in
g 

ex
ce

pt
io

n 
to
 t

hi
s 

pr
oc

ed
ur

e 
by

 p
ro

vi
di

ng
 t

ha
t 

th
e 

Pr
es
id
en
t 

wi
th

ou
t 

re
fe

re
nc

e 
to

 t
he
 C

on
gr
es
s 

wo
ul

d 
be
 a

ut
ho

ri
ze

d 
"t
o 

ta
ke
 a

ny
 a

ct
io
n"
 

wh
ic
h 

th
e 

Pr
es
id
en
t 

de
em

s 
ap

pr
op

ri
at

e 
to
 c

ar
ry

 o
ut
 a

 t
ra

de
 a

gr
ee
me
nt
 w

hi
ch
 

pr
ov
id
es
 f

or
 c

ha
ng

es
 i

n 
th
e 

me
th

od
s 

of
 c

us
to

ms
 v

al
ua
ti
on
 e

mp
lo
ye
d 

by
 t

he
 

Un
it

ed
 S

ta
te
s,
 a

nd
 c

ha
ng

es
 i

nc
lu

di
ng

 e
li

mi
na

ti
on

 o
f 

th
e 

re
qu
ir
em
en
ts
 f

or
 

ma
rk

in
g 

im
po
rt
ed
 g

oo
ds
 a

s 
to
 t

he
 c

ou
nt

ry
 o

f 
or

ig
in

.

Th
e 

au
th

or
it

y 
so

ug
ht

 i
n 

su
bs
ec
ti
on
 
(c

) 
of

 t
he

 b
il
l 

to
 m

od
if

y

Su
bs

ec
ti

on
 
(c
) 

of
 
th
e 

bi
ll
 
wo
ul
d 

pr
ov

id
e 

ex
pl

ic
it

 

au
th
or
it
y 

fo
r 

th
e 

Pr
es

id
en

t 
to
 
im

pl
em

en
t 

ag
re
em
en
ts
 
fo
r 

th
e 
mo

di
fi

ca
ti

on
 
or
 
re
mo
va
l 

of
 
th
ro
e 

sp
ec

if
ic

 
ty

pe
s 

of
 

no
n-

ta
ri

ff
 
ba
rr
ie
rs
. 

Wh
il

e 
th
is
 
sp

ec
if

ic
 
pr
ov
is
io
n 

wo
ul
d 

be
 
ne
w,
 
it
 
sh

ou
ld

 
be
 
no
te
d 

th
at
 
se

ct
io

n 
35
0(
a)
(1
)(
B)
 
of

 

th
e 

Ta
ri

ff
 
Ac

t 
of
 
19
30
, 

as
 
am

en
de

d,
 
an
d 

se
ct
io
n 

20
1(

a)
(2

) 

of
 
th
e 

Tr
ad

e 
Ex

pa
ns

io
n 

Ac
t 

of
 
19
62
 
bo
th
 
pr
ov
id
e 

au
th
or
it
y 

fo
r 

th
e 

Pr
es

id
en

t 
to
 
mo

di
fy

 
or
 
re

mo
ve

 
"o
th
er
 
im

po
rt

 

re
st

ri
ct

io
ns

",
 
th
at
 
is

, 
im
po
rt
 
re

st
ri

ct
io

ns
 
ot
he
r 

th
an
 

ra
te

s 
of
 
du
ty
; 

th
is
 
te
rm
 
is
 
de

fi
ne

d 
in
 
se
ct
io
n 

35
0(
c)
(1
) 

of
 
th
e 

Ta
ri

ff
 A
ct

 
of
 
19
30
, 

as
 
am
en
de
d,
 
an
d 

in
 
se

ct
io

n 

40
5 

of
 
th
e 

Tr
ad
e 

Ex
pa

ns
io

n 
Ac

t 
as
 
"a
 
li

mi
ta

ti
on

, 
pr
oh
i 

bi
ti

on
, 

ch
ar
ge
, 

an
d 

ex
ac

ti
on

 
ot

he
r 

th
an
 
du

ty
, 

im
po
se
d 

on
 
im
po
rt
at
io
n 

or
 
im

po
se

d 
fo
r 

th
e 

re
gu
la
ti
on
 
of
 
im

po
rt

s.
" 

To
 
su

gg
es

t,
 
as
 
th
e 

co
mm
en
ta
to
r 

do
es

, 
th
at
 
th
e 

fo
rm
ul
at
io
n 

in
 
se
ct
io
n 

10
3(
c)
 
"c

ar
ve

s 
ou
t 

a 
st
ar
tl
in
g 

ex
ce
pt
io
n"
 
to
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me
th

od
s 

of
 c

us
to

ms
 v

al
ua
ti
on
 i

s 
so
ug
ht
 b

y 
th
e 
Ad

mi
ni

st
ra

ti
on

 i
n 

or
de
r 

to
 

gi
ve

 i
t 

th
e 

po
we
r 

wh
ic
h 

th
e 
Ad

mi
ni

st
ra

ti
on

 l
ac

ke
d 

in
 t

he
 K

en
ne

dy
 R

ou
nd
 o

f 

tr
ad
e 

ag
re
em
en
t 

ne
go
ti
at
io
ns
 t

o 
el
im
in
at
e 

th
e 

Am
er
ic
an
 S

el
li
ng

 P
ri
ce
 b

as
is
 

fo
r 

th
e 

cu
st

om
s 

va
lu
at
io
n 

of
 c

er
ta
in
 b

en
ze
no
id
 c

he
mi
ca
ls
. 

Th
e 

Co
ng

re
ss

 

re
fu

se
d 

to
 r

at
if

y 
a 

tr
ad
e 

ag
re
em
en
t 

co
mm
it
me
nt
 f

or
 s

uc
h 

el
im

in
at

io
n 

en
te
re
d 

in
to
 i

n 
th

e 
Ke

nn
ed

y 
Ro
un
d 

of
 n

eg
ot

ia
ti

on
s 

un
de
r 

th
e 

au
sp
ic
es
 o

f 
GA

TT
. 

Th
e 

ef
fe
ct
 o

f 
su

ch
 e

li
mi
na
ti
on
 o

n 
th

e 
in
du
st
ry
 p

ro
du
ci
ng
 s

yn
th
et
ic
 o

rg
an

ic
 

dy
es
tu
ff
s,
 d

ye
 i

nt
er
me
di
at
es
, 

co
lo
r 

la
ke

s 
an
d 

to
ne

rs
, 

an
d 

ce
rt

ai
n 

me
di
ci
na
ls
 

wo
ul
d 

be
 s

o 
dr

as
ti

c 
th

at
 i

n 
pr
ac
ti
ca
l 

te
rm

s 
do
me
st
ic
 p

ro
du
ct
io
n 

of
 s

uc
h 

pr
od
uc
ts
 w

ou
ld
 b

ec
om

e 
so

 u
na
tt
ra
ct
iv
e 

th
at
 i

n 
th
e 
co
ur
se
 o
f 

ti
me

 i
t 

wo
ul
d 

be
 d

is
co

nt
in

ue
d,

 i
nv
es
tm
en
t 

in
 e

xi
st
in
g 

ch
em

ic
al

 
pl

an
ts

 c
on
ce
rn
ed
 w

it
h 

th
e 

pr
od
uc
ti
on
 o

f 
su
ch
 p

ro
du
ct
s 

wo
ul
d 

be
 s

ac
ri
fi
ce
d,
 a

nd
 t

he
 j

ob
s 

of
 t

he
 

sk
il
le
d 

ch
em

ic
al

 p
ro
du
ct
io
n 

wo
rk

er
s 

an
d 

te
ch
ni
ci
an
s 

wh
ic
h 

su
pp

or
t 

su
ch

GO
VE
RN
ME
NT

th
e 

ge
ne

ra
l 

pr
ov

is
io

ns
 
of
 
se

ct
io

n 
10
3 

is
 
th
er
ef
or
e 

of
f 

po
in

t;
 
se

ct
io

n 
10

3(
c)

 
ca
n 

be
 v

ie
we

d 
as

 
be
in
g 

co
ns
id
er
ab
ly
 

na
rr

ow
er

 
an
d 

mo
re
 
pr

ec
is

e 
th
an
 
pr

io
r 

Co
ng
re
ss
io
na
l 

en
ac

tm
en

ts
 

on
 
th
e 

su
bj
ec
t.
 

Be
ca

us
e 

of
 
th

e 
im

po
rt

an
ce

 
of
 
no
n-
ta
ri
ff
 

ba
rr

ie
rs

 
in

 
th
e 

fo
rt

hc
om

in
g 

ne
go

ti
at

io
ns

, 
it

 w
as

 
co
ns
id
er
ed
 

im
po
rt
an
t 

th
at
 
th
e 

au
th

or
it

ie
s 

of
 
th
e 

Pr
es
id
en
t 

in
 
th
is
 

ar
ea
 b

e 
cl

ea
rl

y 
sp

el
le

d 
ou

t,
 
an
d 

th
at
 
th
ey
 
no

t 
de
pe
nd
 o

n 

th
e 

ex
te
nt
 
of
 
th
e 

le
ss
 
ex
ac
t 

ph
ra

se
 
"o
th
er
 
im

po
rt

 
re
st
ri
ct
io
ns
",
 

ev
en
 
th
ou
gh
 
th
at
 p

hr
as

e 
ca
n 
be
 
co

ns
tr

ue
d 

as
 
be
in
g 

mu
ch
 b

ro
ad

er
 

th
an
 w

ha
t 

is
 
se
t 

fo
rt

h 
in

 
se

ct
io

n 
10

3(
c)

.

Mr
. 

St
ew

ar
t 

ca
nn

ot
 c

on
te

nd
 
th
at
 
Co

ng
re

ss
 
is

 
no

t 
be
in
g 

gi
ve
n 

a 
th
or
ou
gh
 
op
po
rt
un
it
y 

to
 
co

ns
id

er
 
an
d 

pa
ss

 
on
 
th
e 

qu
es
ti
on
 

of
 
th
e 

Pr
es

id
en

ti
al

 
au
th
or
it
y 

re
qu

es
te

d 
in

 
se

ct
io

n 
10
3(
c)
. 

Th
e 

ba
rr

ie
rs

 
in

 q
ue

st
io

n 
ar
e 

cl
ea

rl
y 

id
en

ti
fi

ed
 
an
d 

it
 
is

 
fo

r 

th
e 

Co
ng

re
ss

 
to

 
ju

dg
e 

wh
et
he
r 

th
is
 
na
rr
ow
 a

re
a 

do
es
 
no
t 
pr
op
er
ly

to CO to
 

to
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ST
EW
AR
T

pr
od
uc
ti
on
 w

ou
ld

 b
e 

sa
cr
if
ic
ed
. 

No
 r

eq
ui
re
me
nt
 i

s 
sp
ec
if
ie
d 

in
 t

he
 

at
te
mp
te
d 

de
le

ga
ti

on
 o

f 
su
ch
 a

ut
ho

ri
ty

 t
o 

th
e 

Pr
es

id
en

t 
un
de
r 

su
bs
ec
ti
on
 (

c)
 

of
 S

ec
ti
on
 1

03
 t

o 
re

qu
ir

e 
th
at
 t

he
 P

re
si

de
nt

 s
ec
ur
e 

fr
om
 t

he
 c

ou
nt

ri
es

 
th

at
 w

ou
ld
 b

e 
th
e 

be
ne
fi
ci
ar
ie
s 

of
 s

uc
h 

ac
ti
on
 e

qu
iv

al
en

t 
tr
ad
e 

be
ne

fi
ts

 
to
 t

ho
se
 t

ha
t 

wo
ul

d 
be
 c

on
fe

rr
ed

 u
po
n 

fo
re
ig
n 

pr
od
uc
er
s 

by
 r

em
ov
in
g 

th
e 

va
lu

at
io

n 
sy

st
em

 w
hi

ch
 i

s 
es
se
nt
ia
l 

to
 t

he
 p

ro
te

ct
io

n 
of
 a

n 
im

po
rt

an
t 

Un
it
ed
 S

ta
te
s 

in
du
st
ry
.

In
 r

eg
ar

d 
to
 t

he
 a

ut
ho
ri
ty
 t

ha
t 

wo
ul

d 
be
 g

iv
en

 t
he
 P

re
si

de
nt

 
to
 e

li
mi

na
te

 t
he
 r

eq
ui

re
me

nt
 i

n 
U.
 
S.
 
la
w 

th
at
 i

mp
or
te
d 

me
rc
ha
nd
is
e 

be
 

ma
rk
ed
 t

o 
sh

ow
 t

he
 c

ou
nt
ry
 o

f 
or
ig
in
, 

it
 i

s 
im

po
rt

an
t 

to
 r

ec
og

ni
ze

 t
ha

t 
su

ch
 m

ar
ki

ng
 i

s 
pa
rt
 o

f 
th
e 

la
w 

of
 u

nf
ai

r 
co
mp
et
it
io
n 

in
 t

he
 U

ni
te

d 
St

at
es

. 
No
t 

on
ly
 i

n 
th
e 

cu
st
om
s 

la
ws
, 

bu
t 

al
so

 i
n 

th
e 

Fe
de
ra
l 

Tr
ad
e 

Co
mn
is
si
on
 

Ac
t 

as
 i

nt
er
pr
et
ed
 b

y 
th

e 
co

ur
ts

, 
th

er
e 

ha
s 

be
en
 a

 l
on
g-
st
an
di
ng
 r

eq
ui
re
me
nt
 

th
at
 t

he
 A

me
ri

ca
n 

co
ns
um
er
 b

e 
in
fo
rm
ed
 o

f 
th
e 

or
ig
in
 o

f 
me
rc
ha
nd
is
e 

wh
ic
h 

he
 h

as
 u

nd
er
 c

on
si
de
ra
ti
on
 f

or
 p

ur
ch

as
e 

in
 o

rd
er

 t
ha

t 
an
y 

pr
ef

er
en

ce
 w

hi
ch

GO
VE
RN
ME
NT

de
se
rv
e 

to
 b
e 

tr
ea
te
d 

se
pa
ra
te
ly
 
fr
om
 o

th
er

 
ki

nd
s 

of
 
no
nt
ar
if
f 

ba
rr
ie
rs
.

Th
e 

St
ew
ar
t 
pa
pe
r 

ma
fc
es
 
a 

se
ri
es
 
of
 u

ns
up
po
rt
ed
 
as
se
rt
io
ns
 

co
nc
er
ni
ng
 
th

e 
ad
ve
rs
e 

ef
fe
ct
 
on
 
ce
rt
ai
n 

pr
od
uc
er
s 

of
 b

en
zc
no
id
 

ch
em
ic
al
s 

as
 
a 

re
su
lt
 
of
 
th
e 

el
im
in
at
io
n 

of
 
th
e 
Am
er
ic
an
 
Se
ll
in
g 

Pr
ic
e 

(A
SP
) 
sy
st
em
 
of
 
cu
st
om
s 

va
lu

at
io

n.
 

In
 
19
70
 
th

e 
Ad
mi
ni
st
ra
ti
c 

pr
es
en
te
d 

ec
on
om
ic
 
da
ta
 
an
d 

ot
he
r 

ev
id
en
ce
 
to

 
th
e 
Wa
ys
 
an
d 
Me
an

s 

Co
mm
it
te
e 

to
 
sh
ow
 
th
at
 
th

e 
bc
nz
cn
oi
d 

ar
ea

s 
re
fe
rr
ed
 
to

 b
y
 

Mr
. 

St
ew
ar
t 

co
mp
os
ed
 
an

 
ef
fi
ci
en
t 

an
d 

hi
gh
ly
 
co
mp
et
it
iv
e 

ch
em
ic
al
 

in
du
st
ry
 
se
gm
en
t 
wh
ic
h 
wa
s 

sh
ar
in
g 

th
e 

su
cc
es
s 

in
 
in
te
rn
at
io
na
l 

co
mp
et
it
io
n 

en
jo
ye
d 
b
y
 
th

e 
ov
er
al
l 

U.
S.
 
ch
em
ic
al
 
in
du
st
ry
. 

At
 

th
at
 
ti
me
, 

th
e 

Co
mm
it
te
e 

ha
d 
be
fo
re
 
it
 
an
 
ad
 
re
fe
re

nd
um

 
ag
re
e 

me
nt
 w

hi
ch
 w

ou
ld
 
no
t 

on
ly
.e
li
mi
na
te
 
AS
P 

bu
t 

wo
ul
d 

ha
ve
 
al
so
 

ma
de
 
su
bs
ta
nt
ia
l 

re
du
ct
io
ns
 
in
 
th
e 

co
nv
er
te
d 

ta
ri
ff
 
ra
te
s 

on
 

be
nz
en
oi
d 

ch
em
ic
al
s 

in
 
ex
ch
an
ge
 
fo
r 

re
ci
pr
oc
al
 
co
nc
es
si
on
s

to CO
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th
e 

co
ns

um
er

 h
as

 m
ay
 b

e 
in
te
ll
ig
en
tl
y 

ex
er
ci
se
d 

ei
th
er
 f

or
 o

r 
ag

ai
ns

t 

do
me
st
ic
 o

r 
fo
re
ig
n 

me
rc
ha
nd
is
e.

Th
e 

fa
ct

 t
ha

t 
fo
re
ig
n 

in
te
re
st
s 

de
sf
re
 t

o 
se
cu
re
 t

he
 e

li
mi

na
ti

on
 

of
 s

uc
h 

ma
rk

in
g 

re
qu
ir
em
en
ts
 i

s 
we
ll
-k
no
wn
 a

nd
 i

s 
in
 i

ts
el

f 
a 

su
ff
ic
ie
nt
 

in
di
ca
ti
on
 o

f 
th

e 
im
po
rt
an
ce
 o

f 
su
ch
 m

ar
ki

ng
 t

o 
th

e 
in
te
re
st
s 

of
 t

he
 

Am
er

ic
an

 c
on
su
me
r.
 

Th
e 

Pr
es
id
en
t 

ou
gh
t 

no
t 

to
 b

e 
au
th
or
iz
ed
 t

o 
el
im
in
at
e 

su
ch

 r
eq
ui
re
me
nt
s 

wi
th
ou
t 

re
fe
re
nc
e 

to
 t

he
 C

on
gr
es
s 

an
y 
mo

re
 t

ha
n 

he
 

sh
ou

ld
 b

e 
al
lo
we
d 

to
 r

em
ov

e 
th
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il
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 d
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c 
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y 
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h 
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e 
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at
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el
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ce
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 b
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th
er
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in
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pa
l 
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g 
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ne
th

el
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s,
 
th
e
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e/
 
at
 
th
at
 
ti
me
, 
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ci
de
d 

to
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nt
 
th

e'
Pr

es
id

en
t 

th
e 
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th

or
it

y 
to

 p
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cl
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m 
ag

re
em

en
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pe
al
in
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AS
P 
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t 
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a 
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ng
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na
l 
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 p
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. 
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an
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th
e 
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at
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l 
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e 
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th
e 

co
nt
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ng
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e 
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f 
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e 
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er
s 
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t 
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.
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r 
th
e 

re
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s 
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t 
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h 
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y 
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op
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at
e 
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, 
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a 
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n 
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r 
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e 
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at
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ou
ld

 b
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e 
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e 
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te
mp
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re
ss
io
na
l 

sc
ru
ti
ny
. 

Th
e 

ar
gu

me
nt

 
th
at
 
"t
he
 
fa
ct
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at
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em
en

ts
 

is
 
..
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 d
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 l
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 d

o 
no

t 
re

du
ce

 
th
e 

in
ci
de
nc
e 

of
 
U.

S.
 
pr

ac
ti

ce
s 

ab
ou

t 
wh
ic
h 

ot
he

rs
 
co

mp
la

in
.

to



SE
C.
 
10
3.
 

NO
NT

AR
IF

F 
BA
RR
IE
RS
 T

O 
TR
AD
E 

SU
BS
EC
TI
ON
 C

E)
16

CA
}

MR
. 

ST
EW
AR
T

Se
ct
io
n 

10
3(

ej
 s

et
s 

fo
rt
h 

th
e 

pr
oc

ed
ur

e 
un

de
r 

wh
ic
h 

th
e 

Pr
es

id
en

t 
wo

ul
d 

gi
ve
 n

ot
ic
e 

to
 t

he
 S

en
at

e 
an
d 

th
e 

Ho
us

e 
of
 R

ep
re
se
nt
at
iv
es
 

of
 h

is
 I

nt
en

ti
on

 t
o 

im
pl

em
en

t 
a 

tr
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re
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e 
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e 
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s 
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e 
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 p
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de
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gr
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s 
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th
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pe
ri
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 o

f 
ti
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in
g 
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h 
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ce
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o 
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t 
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 o
f 
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e 
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 d
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e 
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e 
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 r
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r 
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e.
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io
n 
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ot
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en
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th
in
 s

uc
h 

90
-d
ay
 p

er
io

d,
 t
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me

nt
 a

nd
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ct
io

n 
pr

op
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ed
 b

y 
th

e 
Pr
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t 
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nt

at
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n 
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Th
e 
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od
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f 
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 p
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0 
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, 
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n 

re
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on
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 t
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eq
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me
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s 

of
 t

he
 l
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is
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ti
ve
 p

ro
ce
ss
 t

o 
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ve
 e

it
he
r 

th
e 

Ho
us

e 
or
 t

)»
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en
at
e 

a 
fa
ir
 o
pp
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ty
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 t
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de
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 p
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d 
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en

t
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e 
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t 

pa
pe
r,
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ug
ge
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in
g 
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th

e 
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r 
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ng
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io
na
l 

re
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 o

f 
no
n-
ta
ri
ff
 
ba

rr
ie

r 
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re
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en
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it
te
d 

un
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r 

th
e 

pr
ov
is
io
ns
 
of
 
se
ct
io
n 
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3(

e)
 
be

 

le
ng
th
en
ed
 
fr

om
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to
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0 

da
ys

, 
ma

ke
s 

no
 
re
fe
re
nc
e 

to
 

th
e 

fa
ct

 
th

at
 
th
is
 
se
ct
io
n 
wi
ll
 
re

qu
ir

e 
no
ti
fi
ca
ti
on
 
to
 

• 
th

e 
Co
ng
re
ss
 
90
 
da

ys
 
be
fo
re
 
an

 
ag
re
em
en
t 

re
ga
rd
in
g 

a 

sp
ec
if
ic
 
no
n-
ta
ri
ff
 
ba
rr
ie
r,
 i
s 

co
nc

lu
de

d.
 

It
 
is
 
no

t 

cl
ea
r,
 
ei
th
er
 h

er
e 

or
 
el
se
wh
er
e 

in
 
th

e 
co
mm
en
ta
ry
, 

th
at
 

th
is

 
as
pe
ct
 
of
 
th
e 
Ad
mi
ni
st
ra
ti
on
 
pr
op
os
al
 
is

 
un
de
rs
to
od
. 

Wh
il
e 

th
e 

le
ng

th
 o

f 
ti

me
 
re
qu
ir
ed
 
by
 C

on
gr
es
s 

fo
r 

ad
eq
ua
te
 

co
ns
id
er
at
io
n 

of
 
th
e 

te
rm
s 

of
 
a 

pr
op
os
ed
 
ag
re
em
en
t 

mu
st
 

be
 d

et
er
mi
ne
d 

by
 
th
e 
Co
ng
re
ss
, 

it
 s

ho
ul
d 

be
 
re
co
gn
iz
ed
 

th
at

 
th
e 
Ad
mi
ni
st
ra
ti
on
 p

ro
po
sa
l 

gu
ar
an
te
es
 
to
 
th
e 

Co
ng
re
ss
 

an
 a

bs
ol
ut
e 

mi
ni
mu
m 

of
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0 

da
ys
 
to
 c

on
si
de
r 

th
e 
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es

ti
on

 

of
* 
re
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va
l 

or
 m

od
if
ic
at
io
n 

of
 
pa
rt
ic
ul
ar
 
no
n-
ta
ri
ff
 b

ar
ri
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s.
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 p
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ro
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s 
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 p
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 p
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os
ed

 a
gr
ee
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at
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 b
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 c
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 p
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 C
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 d
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ad
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ra
de
 E

xp
an

si
on

 A
ct
 o

f 
19
62
 f

or
 T

ar
if

f 
Co

mm
is

si
on

 i
nq
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 p
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at
lo
n 

st
ag
e.
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fo
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ff
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, 
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ra
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d 
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pe
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f 
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ve
st

ig
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n 
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n 
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e 
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ex
t 
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ne
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f 
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rt
 d
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 d
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at
 w

hi
ch
 d

om
es
ti
c 

em
pl
oy
me
nt
 w

ou
ld
 b

e 
pl
ac
ed
 i

n 
je
op
ar
dy
 b

y 
fu
rt
he
r 

ta
ri
ff
 

co
nc
es
si
on
s.

Fo
r 

th
is
 r

ea
so
n 

th
e 

ap
pr
oa
ch
 s

et
 f

or
th
 i

n 
th
e 

bi
ll
, 

es
se
nt
ia
ll
y 

a 
ca
rb
on
 c

op
y 

of
 t

he
 a

pp
ro
ac
h 

em
bo
di
ed
 1

n 
th
e 

Tr
ad
e 

Ex
pa
ns
io
n 
Ac
t 

of
 1

96
2,
 

wh
ic
h 

ha
s 

be
en
 s

ho
wn
 b

y 
th
e 

re
su
lt
s 

of
 t

he
 K

en
ne
dy
 R

ou
nd
 n

eg
ot
ia
ti
on
s 

to
 h

av
e 

be
en
 a

 f
ai
lu
re
, 

ou
gh
t 

no
t 

be
 f

ol
lo
we
d.
 

In
st
ea
d,
 t

he
re
 s

ho
ul
d 

no
w 

be
 r

es
to
re
d 

to
 t

he
 m

an
da
to
ry
 p

re
ne
go
ti
at
in
g 

pr
oc
ed
ur
es
 t

he
 a

pp
ro
ac
h 

th
at
 

wa
s 

fo
ll
ow
ed
 i

n 
tr
ad
e 

ag
re
em
en
t 

ne
go
ti
at
io
ns
 a

nt
ed
at
in
g 

th
e 

Ke
nn
ed
y 

Ro
un
d 

1n
 w

hi
ch
 t

he
 T

ar
if
f 

Co
mm
is
si
on
 s

pe
ci
fi
ca
ll
y 

dr
aw
s 

ex
pe
rt
 c

on
cl
us
io
ns
 f

ro
m 

th
e 

ec
on
om
ic
 d

at
a 

de
ve
lo
pe
d 

in
 I

ts
 i

nv
es
ti
ga
ti
on
 i

n 
su
ch
 m

an
ne
r 

as
 t

o 
Id
en
ti
fy
 t

he
 e

xt
en
t 

to
 w

hi
ch
 e

xi
st
in
g 

im
po
rt
 d

ut
ie
s 

on
 p

ar
ti
cu
la
r 

pr
od
uc
t

GO
VE
RN
ME
NT

ne
go
ti
at
io
n 

is
 
en
te
re
d 

in
to
 
re
qu
ir
in
g 

mo
di
fi
ca
ti
on
 
of
 

on
e 
of
 
th
e 

in
di
ca
te
d 

no
n-
ta
ri
ff
 
ba
rr
ie
rs
.

Th
e 

ve
to
 p

ro
ce
du
re
 p

ro
po
se
d 

in
 
th
e 

pa
pe
r 

go
es
 
fa
r 

be
yo
nd
 w

ha
t 

Co
ng
re
ss
 p

ro
vi
de
d 

in
 
th
e 

Tr
ad
e 
Ag
re
em
en
ts
 

Ex
te
ns
io
n 
Ac
t 

of
 
19
51
. 

Th
e 

la
ng
ua
ge
 p

ro
po
se
d 

by
 
th
e 

pa
pe
r 

is
 
in
co
ns
is
te
nt
 
in
 v

ar
io
us
 
pa
rt
ic
ul
ar
s 

wi
th
 
th
e 

• v
et
o 

pr
oc
ed
ur
e 

pr
op
os
ed
 b

y 
th
e 
Ad
mi
ni
st
ra
ti
on
 i

n 
se
ct
io
n 

10
3;
 
no
 r

ea
so
n 

is
 
gi
ve
n 

fo
r 

th
e 

di
sc
re
pa
nc
ie
s.
 

On
ce
 a

ga
in
, 

it
 a

pp
ea
rs
 
th
at
 t

he
 a

ut
ho
r 

of
 
th
e 

pa
pe
r 

ha
s 

fa
il
ed
 
to
 

gr
as
p 

th
e 

tw
o-
st
ag
e 

na
tu
re
 o

f 
th
e 

ve
to
 p

ro
ce
du
re
; 

th
e 

re
fe
re
nc
e 

in
 h

is
 
pr
op
os
ed
 
su
bs
ec
ti
on
 
11
1(
d)
(2
)(
ii
i)
 
to
 

th
e 

"1
20
-d
ay
 p

er
io
d 

re
fe
rr
ed
 
to
 
in
 
su
bs
ec
ti
on
 
(d
)"
 
wo
ul
d 

in
di
ca
te
 t

ha
t 

he
 d

oe
s 

no
t 

ap
pr
ec
ia
te
 
th
e 

fa
ct
 
th
at
 
th
is
 

se
ct
io
n 

pr
ov
id
es
 
fo
r 

tw
o 

su
ch
 p

er
io
ds
: 

on
e 

be
fo
re
 

co
nc
lu
si
on
 o

f 
an
 
ag
re
em
en
t 

or
, 

as
 h

er
e,
 
be
fo
re
 
is
su
an
ce
 

of
 t

he
 
"p
ro
cl
am
at
io
n,
" 

an
d 

th
e 

ot
he
r 

fo
ll
ow
in
g 

tr
an
sm
it
ta
l 

of
 
th
e 

ag
re
em
en
t 

to
 t

he
 C

on
gr
es
s.
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ca
te
go
ri
es
 m

ay
 b

e 
re
du
ce
d 

wi
th
ou
t 

ca
us
in
g 

or
 t

hr
ea
te
ni
ng
 
se
ri
ou
s 

in
ju
ry
 

to
 a

 d
om
es
ti
c 

in
du
st
ry
 o

r 
it
s 

wo
rk
er
s 

an
d,
 
in
 a

dd
it
io
n,
 
id
en
ti
fy
in
g 

th
e 

ex
te
nt
 
to
 w

hi
ch
 e

xi
st
in
g 

du
ti
es
 
sh
ou
ld
 
be
 
in
cr
ea
se
d 

if
 d

om
es
ti
c 

in
du
st
ri
es
 

an
d 

th
ei
r 
wo
rk
er
s 

ar
e 

to
 b

e 
sa
fe
gu
ar
de
d 

fr
om
 a

ct
ua
l 

or
 t

hr
ea
te
ne
d 

se
ri
ou
s 

in
ju
ry
 u

nd
er
 c

ur
re
nt
 c

ir
cu
ms
ta
nc
es
.

Ac
co
rd
in
gl
y,
 i

t 
is

 p
ro
po
se
d 

th
at
 S

ec
ti
on
 1

11
 o

f 
th

e 
bi

ll
 b

e 

co
mp
le
te
ly
 r

ew
ri
tt
en
 a

nd
 i

n 
it

s 
pl

ac
e 

th
er

e 
be
 s

ub
st
it
ut
ed
 t

he
 f

ol
lo

wi
ng

:

G
O

VE
RN

M
EN

T

CO
 

CO
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11
1.
 

TA
RI
FF
 O
M
I
S
S
I
O
N
 A
DV
IC
E.
— 
(a
) 

Be
fo
re
 

en
te
ri
ng
 i

nt
o 

ne
go
ti
at
io
ns
 c

on
ce
rn
in
g 
an
y 
pr
op
os
ed
 f
or
ei
gn
 

tr
ad
e 

ag
re
em
en
t 

un
de
r 

se
ct
io
ns
 1

01
 a

nd
 1

0S
(c
),
 
th
e 

Pr
es
id
en
t 

sh
al
l 
fu
rn
is
h 

th
e 

Un
it
ed
 S

ta
te
s 

Ta
ri
ff
 C
om
mi
ss
io
n 

(h
er
ei
n 

af
te
r 

in
 t

hi
s 
Ac
t 

re
fe
rr
ed
 t

o 
as
 t

he
 
"C
am
is
ai
on
")
 
oi
th
 a
 

li
st
 o

f 
al
l 

ar
ti
al
es
 i

mp
or
te
d 

in
to
 t

he
 U

ni
te
d 
St
at
es
 t

o 
be
 

co
ns
id
er
ed
 f
or
 p
os
si
bl
e 
mo
di
fi
ca
ti
on
 o
f 
du
ti
es
 a

nd
 o

th
er
 

im
po
rt
 r

es
tr
ic
ti
on
s,
 
im
po
si
ti
on
 o
f 
ad
di
ti
on
al
 i

mp
or
t 

re
st
ri
ct
io
ns
, 

or
 c
on
ti
nu
an
ce
 o

f 
ex
is
ti
ng
 c
us
to
ms
 o

r 
ex
ci
se
 

tr
ea
tm
en
t.
 

In
 a

dd
it
io
n,
 
th
e 

Pr
es
id
en
t 

sh
al
l 

fu
rn
is
h 

th
e 
Co
mm
is
si
on
 u

it
h 

a 
se
pa
ra
te
 
li
st
 o
f 
al
l 
ar
ti
al
es
 i

mp
or
te
d 

in
to
 t

he
 U

ni
te
d 
St
at
es
 i

n 
re
la
ti
on
 t

o 
wh
ic
h 

he
 i

nt
en
ds
 

to
 c

on
si
de
r 

in
 a

ny
 p

ro
po
se
d 

fo
re
ig
n 

tr
ad
e 

ag
re
em
en
t 

po
ss
ib
le
 

mo
di
fi
ca
ti
on
 o

f 
cu
st
om
s 

va
lu
at
io
n 
ru
le
s,
 
po
ss
ib
le
 m
od
if
ic
a 

ti
on
 i

n 
th
e 
ru
le
s 
fo
r 

es
ta
bl
is
hi
ng
 t

he
 q

ua
nt
it
ie
s 

on
 u

hi
ah
 

th
e 
as
se
ss
me
nt
s 
of
 d
ut
y 
ar
e 

ma
de
, 

an
d 
po
ss
ib
le
 m
od
if
ic
at
io
n 

in
 t

he
 r
ul
es
 i

n 
re
la
ti
on
 t

o 
th
e 
ma
rk
in
g 
of
 i
mp
or
te
d 
co
mm
od
it
ie
s 

so
 a
s 

to
 d

is
cl
oe
s 

to
 t

he
 u

lt
im
at
e 

pu
rc
ha
se
r 

th
e 
co
un
tr
y 

of
 o
ri
gi
n.
 

Up
on
 r
ec
ei
pt
 o
f 

su
ch
 l

is
ts
, 

th
e 
Co
mm
is
si
on
 

sh
al
l 
ma
ke
 a

n 
ir.

-; 
es
ti
ma
ti
on
 a

nd
 r
ep
or
t 

to
 t

he
 P

re
si
de
nt
 

th
e 
fi
nd
in
gs
 o

f 
th
e 

Co
mm
is
si
on
 s

ep
ar
at
el
y 
wi
th
 r
es
pe
ct
 
to
 

ea
ch
 a
rt
ic
le
 i

de
nt
if
ie
d 
on
 t

he
 s

ep
ar
at
e 

li
st
s 
re
fe
rr
ed
 t

o 
in
 t

hi
s 

se
ct
io
n 

as
 t

o 
(1
) 

th
e 

li
mi
t 

to
 w

hi
ch
 s

uc
h 
mo
di
fi
ca
ti
on
,
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im
po
si
ti
on
, 

or
 c

on
ti

nu
an

ce
 m
ay
 b

e 
ex
te
nd
ed
 i

n 
or
de
r 

to
 c

ar
ry

ou
t 

th
e 
pu
rp
os

e 
of

 s
uc
h 

se
ct
io
n 

10
1 

wi
th

ou
t 

ca
us

in
g 

or
th
re
at
en
in
g 

se
ri

cu
s 

in
ju
ry
 t

o 
th
e 

do
me

st
ic

 i
nd
us
tr
y 
pr

od
uc

in
g

li
ke
 o

r 
di
re
at
lv

 c
om
pe
ti
ti
ve
 a

rt
ic
le
s;
 
an
d 

(2
) 

if
 i
nc
re
as
es

in
 d
ut

ie
s 

or
 a

dd
it
io
na
l 

im
po
rt
 r

es
tr

ic
ti

on
s 

ar
e 

re
qu
ir
ed

to
 a

vo
id

 s
er
io
us
 i

nj
ur
y 

to
 
th
e 
do

me
st

ic
 i

nd
us

tr
y 
pr
od

uc
in

g
li
ke
 o

r 
di
re
ct
ly
 c

om
pe
ti
ti
ve
 a

rt
ic
le
s,
 
th
e 
mi

ni
mu

m 
in
cr
ea
se
s

in
 d
ut

ie
s 

or
 a
dd
it
io
na
l 

im
po
rt
 r

es
tr
ic
ti
on
s 

re
qu
ir
ed

. 
Su

ch
 

^5
re

po
rt

 s
ha
ll
 b

e 
ma
de
 b

y 
th
e 

Co
mm
is
si
on
 t

o 
th
e 

Pr
es

id
en
t 

no
t 

W
la
te
r 

th
an
 s

ix
 m
on
th
s 

af
te
r 

th
e 
re
ce
ip
t 
of
 s
uc
h 

li
st

s 
by

th
e 

Co
mm
is
si
on

. 
So

 s
uc
h 
fo

re
ig

n 
tr
ad
e 
ag
re
em
en
t 

sh
al

l 
be

en
te
re
d 

in
to
 u
nt
il
 t

he
 C

om
mi

ss
io

n 
ha
s 
ma

de
 i

ts
 r

ep
or
t 

to
th
e 

Pr
es
id
en
t,
 
or

 u
nt
il
 t

he
 e

xp
ir

at
io

n 
of
 t

he
 s

ix
-m
on
th

pe
ri
od
. "(

b)
 (
1)
 

In
 t

he
 c
ou

rs
e 
of
 a
ny
 i

nv
es

ti
ga

ti
on

 p
ur

su
an

t 
to
 t

hi
s 

se
ct
io
n,
 
th
e 

Co
mm

is
si

on
 s

ha
ll
 h

ol
d 

he
ar

in
gs
 a

nd
 

gi
ve
 r

ea
so

na
bl
e 

pu
bl

ic
 n

ot
ic

e 
th
er
eo
f,
 
an
d 

sh
al
l 

af
fo

rd
 

re
as

on
ab

le
 o

pp
or

tu
ni

ti
es

 f
or
 p

ar
ti
es
 i

nt
er

es
te

d 
to

 b
e 

pr
es
en
t,
 
to
 p

ro
du
ce
 e

vi
de
nc
e,
 
an
d 

to
 b

e 
he
ar
d 
at

 s
uc

h 
he

ar
in

gs
. 

If
 i

n 
th
e 

co
ur

se
 o

f 
an
y 

su
ch
 i

nv
es

ti
ga

ti
on

 t
he

 C
om
mi
ss
io
n 

sh
al
l 

fi
nd
 M

ri
th

 r
es

pe
ct

 
to
 a

ny
 a

rt
ic

le
 o

n 
th
e 

li
st
 u

po
n 

wh
ic

h 
a 
la
ri
ff

 c
on
ce
ss
io
n 

ha
s 

be
en
 g

ra
nt

ed
 t

ha
t 
an

 i
nc

re
as

e
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in
 d
ut
y 

Of
 a
dd
it
io
na
l 

im
po
rt
 r

es
tr
ic
ti
on
 i

s 
re
qu
ir
ed
 t

o 
av
oi
d 

se
ri
at
es
 i

nj
ur
y 

to
 
th
e 
do
me
st
ic
 i

nd
us
tr
y 
pr
od
uc
in
g 

li
ke
 o

r 
di
re
ct
ly
 c
om
pe
ti
ti
ve
 a

rt
ic
le
s,
 
th
e 
Ca
mi
ee
io
n 

sh
al
l 

pr
om
pt
ly
 i

ns
ti
tu
te
 a
n 

in
ve
st
ig
at
io
n 
wi
th
 r
es
pe
ct
 t

o 
th
at
 

ar
ti
cl
e 
pu
rs
ua
nt
 
to
 s

ec
ti
on
 2

01
 o

f 
th
is
 A

ct
.

"(
2)
 

In
 e

ac
h 

su
ch
 i

nv
es
ti
ga
ti
on
 t

he
 C

om
mi
ss
io
n 

sh
al
l,
 
to
 t

he
 e

xt
en
t 
pr
ac
ti
ca
bl
e 
an
d 
wi
th
ou
t 

ex
cl
ud
in
g 

ot
he
r 

fa
ct
or
s,
 
as
ce
rt
ai
n 
fo
r 

th
e 

la
st
 c

al
en
da
r 
ye
ar
 p
re
ce
di
ng
 t
he
 

in
ve
st
ig
at
io
n 

th
e 

av
er
ag
e 

in
vo
ic
e 
pr
ic
e 

on
 a
 c
ou
nt
ry
-o
f-
or
ig
in
 

ba
si
s 

(c
on
ve
rt
ed
 i

nt
o 
cu
rr
en
cy
 o
f 

th
e 

Un
it
ed
 S
ta
te
s 

in
 

ac
co
rd
an
ce
 w

it
h 

th
e 
pr
ov
is
io
ns
 o
f 

se
ct
io
n 

52
2 
of
 t

he
 T

ar
if
f 

Ac
t 
of
 1

91
0,
 
as
 a

me
nd
ed
) 

at
 w

hi
ch
 t

he
 f
or
ei
gn
 a
rt
ic
le
 w

as
 

so
ld
 f
or
 e

xp
or
t 

to
 t

he
 U

ni
te
d 

St
at
es
, 

an
d 

th
e 
av
er
ag
e 
pr
ic
es
 

at
 w

hi
ch
 t

he
 
li
ke
 o
r 
di
re
ct
ly
 c

om
pe
ti
ti
ve
 d
om
es
ti
c 

ar
ti
cl
es
 

we
re
 s

ol
d 

at
 w

ho
le
sa
le
 i

n 
th
e 
pr
in
ci
pa
l 
ma
rk
et
s 
of
 t

he
 U

ni
te
d 

St
at
es
. 

Th
e 

Co
mm
is
si
on
 s

ha
ll
 a

ls
o,
 
to
 
th
e 
ex
te
nt
 p
ra
ct
ic
ab
le
, 

es
ti
ma
te
 f
or
 e

ac
h 
ar
ti
cl
e 

on
 t

he
 
li
st
s 

th
e 
mx
xi
mu
m 

in
cr
ea
se
 

in
 a
nn
ua
l 

im
po
rt
s 
wh
ic
h 
ma
y 
oc
cu
r 
wi
th
ou
t 
ca
us
in
g 

se
ri
ou
s 

in
ju
ry
 t

o 
th
e 

do
me
st
ic
 i

nd
us
tr
y 

pr
od
uc
in
g 

li
ke
 o

r 
di
re
ct
ly
 

co
mp
et
it
iv
e 

ar
ti
cl
es
. 

Th
e 

Co
mm
is
si
on
 s

ha
ll
 r
eq
ue
st
 
th
e
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Ex
ec
ut
iv
e 

de
pa
rt
me
nt
s 

an
d 
ag
en
ci
es
 f
or
 i

nf
or
ma
ti
on
 i

n 
th
ei
r 

po
ss
es
si
on
 c

on
ce
rn
in
g 
pr
ic
es
 a
nd
 o
th
er
 e

co
no
mi
c 

da
ta
 f

ro
m 

th
e 
pr
in
ci
pa
l 

su
pp
li
er
 f

or
ei
gn
 c
ou
nt
ry
 o
f 
ea
ch
 s

uc
h 

ar
ti
cl
e.

"
M
M
 

Wi
th
in
 3

0 
da
ys
 a
ft
er
 a
ny
 t

ra
de
 a

gr
ee
me
nt
 u

nd
er
 

se
ct
io
n 

10
1 

ha
s 
be
en
 e

nt
er
ed
 i

nt
o 

wh
ic
h,
 
wh
en
 e

ff
ec
ti
ve
 
-

(i
) 

wi
ll
 r

eq
ui
re
 o

r 
ma
ke
 a
pp
ro
pr
ia
te
 a

ny
 m
od
if
ic
a 

ti
on
 o
f 
du
ti
es
 o

r 
ot
he
r 

im
po
rt
 r

es
tr
ic
ti
on
s;
 
th
e 

im
po
si
ti
on
 o
f 
ad
di
ti
on
al
 i

mp
or
t 

re
st
ri
ct
io
ns
; 

th
e 

mo
di
fi
ca
ti
on
 o
f 
me
th
od
s 
of
 c
us
to
ms
 v

al
ua
ti

on
; 

th
e 

mo
di
fi
ca
ti
on
 o

f 
me
th
od
s 

fo
r 

es
ta
bl
is
hi
ng
 t

he
 q

ua
nt
it
ie
s 

on
 w
hi
ch
 a
ss
es
sm
en
ts
 a
re
 m

ad
e;
 
th
e 
mo
di
fi
ca
ti
on
 i

n 
re
qu
ir
em
en
ts
 f

or
 m
ar
ki
ng
 i

mp
or
te
d 
me
rc
ha
nd
is
e 

to
 d
is
cl
os
e 

th
e 
co
un
tr
y 
of
 o
ri
gi
n;
 
or
 t

he
 c

on
ti
nu
an
ce
 o

f 
ex
is
ti
ng

 
cu
st
om
s 

or
 e

xc
is
e 

tr
ea
tm
en
t,
 
me
th
od
s 
of
 v
al
ua
ti
on

, 
me
th
od
s 

of
 e
st
ab
li
sh
in
g 

th
e 

qu
an
ti
ti
es
 o

n 
wh
ic
h 

as
se
ss
me
nt
s 
ar
e 

ma
de
, 

or
 o
f 
re
qu
ir
em
en
ts
 f

or
 m
ar
ki
ng
 

im
po
rt
ed
 m
er
ch
an
di
se
 s

o 
as
 t

o 
di
sc
lo
se
 t

he
 c

ou
nt
ry
 

of
 o
ri
gi
n 

- 
uh
ic
h 
mo
di
fi
ca
ti
on
, 

im
po
si
ti
on

, 
or
 c

on
ti
nu
an
ce
 

wi
ll
 e

xc
ee
d 

th
e 

li
mi
t 

to
 w

hi
ch
 s

uc
h 
mo
di
fi
ca
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re
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 f
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ra
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 C
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 o
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 r
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 t
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ra
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es
pe

ct
 t

o 
su

ch
 

pr
op
os
ed
 c

ha
ng
es
. 

Th
e 

fo
ll

ow
in

g 
la

ng
ua

ge
 i

s 
re
co
mm
en
de
d:

"S
EC
. 

12
2.
 

TA
RI
FF
 C
OM
MI
SS
IO
N 
AD
VI
CE
 A
S 
TO
 P
RO
PO
SE
D 

MO
DI
FI
CA
TI
ON
 I
N 
NO
NT
AX
IF
F 
BA
RR
IE
RS
 T
O 
TR
AD
E.
—(
a)
 

Be
fo
re
 

en
te
ri
ng
 i

nt
o 

ne
go
ti
at
io
ns
 c

on
ce
rn
in
g 
an
y 
pr
op
os
ed
 f
or
ei
gn
 

tr
ad
e 
ag
re
em
en
t 
un
de
r 

se
ct
io
n 

10
3(
d)
> 

th
e 
Pr
es
id
en
t 

sh
al
l 

fu
rn
is
h 

th
e 

Un
it
ed
 S
ta
te
s 
Ta
ri
ff
 C
om
mi
ss
io
n 
wi
th
 a

 l
is
t 

of
 a
ll
 a

rt
ic
le
s 

im
po
rt
ed
 i
nt
o 

th
e 

Un
it
ed
 S
ta
te
s 

to
 b

e 
co
ns
id
er
ed
 f
or
 p
os
si
bl
e 

mo
di
fi
ca
ti
on
 o
f 
do
me
st
ic
 
la
w 
al
le
ge
d 

by
 c
ou
nt
ri
es
 w

hi
ch
 a
re
 t

he
 p

ri
nc
ip
al
 s

up
pl
ie
rs
 o
f 

su
ch
 

ar
ti
cl
es
 i

mp
or
te
d 

in
to
 t

he
 U

ni
te
d 

St
at
es
 t

o 
be
 n

on
ta
ri
ff
 

ba
rr
ie
rs
 w

hi
ch
 a
re
 t

o 
be
 c

on
si
de
re
d 
fo
r 
po
ss
ib
le
 m

od
if
ic
a 

ti
on
 p
ur
su
an
t 

to
 i

nt
en
de
d 
ne
go
ti
at
io
ns
 i

n 
an
y 
pr
op
os
ed
 

fo
re
ig
n 

tr
ad
e 

ag
re
em
en
t.
 

Th
e 

li
st
 s

ha
ll
 
id
en
ti
fy
 t

he

GO
VE
RN
ME
NT

of
 
th
e 

Ta
ri
ff
 C

om
mi
ss
io
n 

un
de

r 
pr
op
os
ed
 
se
ct
io
n 

11
2 
na
y 

be
 

im
pl

em
en

te
d 
wi
th
ou
t 

fu
rt
he
r 

co
ns
id
er
at
io
n 

by
 
th

e 
Co
ng
re
ss
.

F
r
o
m
 a

 
ne
go
ti
at
in
g 

st
an
dp
oi
nt
, 

th
e 

pr
oc
ed
ur
e 

en
vi

sa
ge

d 

by
 
pr
op
os
ed
 
se
ct
io
n 

11
2 

is
 
to
ta
ll
y 

un
wo
rk
ab
le
. 

Th
e 

Ta
ri
ff
 C
om
mi
ss
io
n 

in
ve
st
ig
at
io
n 

ap
pa
re
nt
ly
 
ma
y 

on
ly
 

co
mm
en
ce
 
af
te
r 

a 
"p

ri
nc

ip
al

 
su
pp
li
er
" 

al
le
ge
s 

th
at
 
so
me
 

th
in
g 

is
 
a 

no
n-
ta
ri
ff
 
ba
rr
ie
r.
 

Th
e 

Ta
ri
ff
 C
om
mi
ss
io
n 

is
 

re
qu
ir
ed
 
to

 
in

ve
st

ig
at

e 
an

d 
re
po
rt
, 

ap
pa
re
nt
ly
 
on
 
an
 

ar
ti
cl
e-
by
-a
rt
ic
le
 b

as
is
, 

on
 
th
e 

ex
te
nt
 
to

 
wh
ic
h 

su
ch
 

pr
ac
ti
ce
 m

ay
 
be
 m

od
if
ie
d 

(p
re
su
ma
bl
y 

wi
th
 
re
sp
ec
t 

to
 
ea
ch
 

in
di

vi
du

al
 
ar
ti
cl
e)
, 

wi
th
in
 
a 

pe
ri
od
 
of
 
si
x 

mo
nt
hs
. 

In
 

pr
ac
ti
ce
, 

th
is

 
wo
ul
d 

me
an
 
th
at
 
ne
go
ti
at
io
ns
 
wo

ul
d 

be
gi
n,
 

wo
ul
d 

be
 
re
ce
ss
ed
 
fo
r 

si
x 

mo
nt
hs
 
wh
il
e 

th
e 

Ta
ri
ff
 
Co
mm
is
si
on
 

co
nd
uc
te
d 

it
s 

in
qu
ir
y,
 
an
d 

th
en
 
re
su
me
d 

on
 
th
e 

ba
si

s 
of
 

it
s 

fi
nd
in
gs
. 

It
 
is
 
un
li
ke
ly
 
th
at
 
an
y 

fo
re
ig
n 

co
un
tr
y 

wo
ul
d 

be
 
wi
ll
in
g 

to
 
ne

go
ti

at
e 

un
de
r 

su
ch
 
co
nd
it
io
ns
.

It
 
is

 
un
cl
ea
r 

wh
at
 w

ou
ld
 
be
 
re
qu
ir
ed
 
in

 
th
e 

ev
en

t



M
R.

 
ST

EW
AR

T

pa
rt

ic
ul

ar
 p

ro
vi

si
on

s 
of

 d
om

es
tic

 l
aw

 a
lle

ge
d 

by
 p

ri
nc

ip
al

 
su

pp
lie

rs
 o

f 
U.

 S
. 

im
po

rt
s 

to
 b

e 
no

nt
ar

if
f 

ba
rr

ie
rs

 t
o 

U.
 

5.
 

im
po

rt
s 

an
d 

th
e 

ty
pe

 o
f 

m
od

ifi
ca

tio
n 

w
hi

ch
 s

uc
h 

co
un

tr
ie

s 
ha

ve
 r

eq
ue

st
ed

 o
r 

w
hi

ch
 t

he
 P

re
si

de
nt

 p
ro

po
se

s 
to

 c
on

si
de

r 
in

 t
he

 c
ou

rs
e 

of
 n

eg
ot

ia
tio

ns
 f

or
 s

uc
h 

pr
op

os
ed

 
fo

re
ig

n 
tr

ad
e 

ag
re

em
en

t. 
On

 r
ec

ei
pt

 o
f 

su
ch

 l
is

t,
 

th
e 

C
oi

m
is

si
on

 s
ha

ll
 m

ak
e 

su
ch

 i
nv

es
ti

ga
ti

on
 a

nd
 r

ep
or

t 
to

 t
he

 
P

re
si

de
nt

 t
he

 f
in

di
ng

s 
o
f 

th
e 

Co
m

m
iss

io
n 

w
ith

 r
es

pe
ct

 t
o 

ea
ch

 
su

ch
 a

rt
ic

le
 a

s 
to

 (
1)

 
th

e 
ex

te
nt

 t
o 

w
hi

ch
 s

uc
h 

pr
ov

is
io

ns
 

of
 d

om
es

tic
 l

aw
 m

ay
 b

e 
m

od
ifi

ed
 i

n 
th

e 
m

an
ne

r 
re

qu
es

te
d 

by
 

pr
in

ci
pa

l 
su

pp
lie

rs
 o

f 
th

e 
im

po
rt

ed
 a

rt
ic

le
s,

 
or

 i
n 

th
e 

m
an

ne
r 

pr
op

os
ed

 b
y 

th
e 

P
re

si
de

nt
, 

w
ith

ou
t 

ca
us

in
g 

or
 t

hr
ea

te
ni

ng
 

se
ri

ou
s 

in
ju

ry
 t

o 
th

e 
do

m
es

tic
 i

nd
us

tr
y 

pr
od

uc
in

g 
li

ke
 o

r 
di

re
ct

ly
 c

om
pe

tit
iv

e 
ar

ti
cl

es
; 

an
d 

(2
) 

if
 m

od
ifi

ca
tio

n 
in

 
su

ch
 p

ro
vi

si
on

s 
o
f 

do
m

es
tic

 l
aw

, 
no

t 
re

qu
es

te
d 

by
 p

ri
nc

ip
al

 
su

pp
lie

rs
* 

or
 n

ot
 p

ro
po

se
d 

by
 t

he
 P

re
si

de
nt

, 
ar

e 
re

qu
ir

ed
 

to
 a

vo
id

 s
er

io
us

 i
nj

ur
y 

to
 t

he
 d

om
es

tic
 i

nd
us

tr
y 

pr
od

uc
in

g 
li

ke
 o

r 
di

re
ct

ly
 c

om
pe

tit
iv

e 
ar

ti
cl

es
, 

th
e 

su
bs

ta
nc

e 
o
f 

th
e 

m
od

ifi
ca

tio
ns

 s
o 

re
qu

ir
ed

. 
Su

ch
 r

ep
or

ts
 s

ha
ll

 b
e 

m
ad

e 
by

 
th

e 
C

oi
m

is
si

on
 t

o 
th

e 
P

re
si

de
nt

 n
ot

 l
at

er
 t

ha
n 

si
x 

m
on

th
s 

af
te

r 
th

e 
re

ce
ip

t 
of

 s
uc

h 
li

st
s 

by
 t

he
 C

om
m

is
si

on
. 

No
 s

uc
h 

fo
re

ig
n 

tr
ad

e 
ag

re
em

en
t 

sh
al

l 
be

 e
nt

er
ed

 i
nt

o 
u
n
ti

l 
th

e 
Co

m
m

iss
io

n 
ha

s 
ma

de
 i

ts
 r

ep
or

t 
to

 t
he

 P
re

si
de

nt
 o

r 
u

n
ti

l 
th

e 
ex

pi
ra

ti
on

 o
f 

th
e 

si
x-

m
on

th
 p

er
io

d.
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C

O

GO
VE

RN
M

EN
T

th
e 

co
u
n
tr

y
 p

ro
p
o
si

n
g
 

th
e 

m
o
d
if

ic
at

io
n
 
o
f 

th
e 

n
o
n
-t

a
ri

ff
 

b
a
rr

ie
r 

w
er

e 
n
o
t 

th
e 

p
ri

n
c
ip

a
l 

su
p
p
li

er
 

o
f 

a
ll

 
co

m
m

od
it

ie
s 

af
fe

ct
ed

 b
y 

if
- 

w
ou

ld
 
th

e 
in

v
e
st

ig
a
ti

o
n
 

ta
k
e 

p
la

ce
 

o
n
ly

 

w
it

h
 r

es
p
ec

t 
to

 
th

o
se

 c
om

m
od

it
ie

s 
as

 
to

. 
w

hi
ch

 
su

ch
 

co
u
n
tr

y
w

as
 

th
e 

p
ri

n
c
ip

a
l 

su
p
p
li

er
? 

W
ou

ld
 

an
y 

su
b
se

q
u
en

t 

ag
re

em
en

t 
ha

ve
 

to
 b

e 
li

m
it

ed
 
ju

st
 
to

 
su

ch
 

co
m

m
od

it
ie

s?

A 
fu

rt
h
e
r 

od
d 

re
q
u
ir

em
en

t 
of

 
th

e 
S

te
w

ar
t 

p
a
p
e
r'

s 

pr
op

os
ed

 
se

ct
io

n
 

11
2 

is
 
th

a
t 

th
e 

T
a
ri

ff
 

C
om

m
is

si
on

 
p
ro

p
o
se

 

w
ha

t 
m

o
d
if

ic
at

io
n
 o

f 
d
o
m

es
ti

c 
la

w
s 

ar
e 

n
ec

es
sa

ry
 

to
 

av
o
id

 

se
ri

o
u
s 

in
ju

ry
 

to
 

do
m

es
ti

c 
in

d
u
st

ry
. 

T
h
is

 
m

ay
 

be
 

an
 

u
n
d
er

st
an

d
ab

le
 

co
n
ce

p
t 

w
it

h
 
ta

ri
ff

s
 

b
u
t 

n
o
t 

w
it

h
 n

on
- 

ta
ri

ff
 
b
a
rr

ie
rs

. 
If

 
th

e 
U

.S
. 

p
ra

c
ti

c
e
 

co
m

pl
ai

ne
d 

o
f 

as
 

on
 N

TB
s 

is
 

a 
le

n
g
th

y
 

cu
st

om
s 

fo
rm

, 
is

 
th

e 
T

a
ri

ff
 

C
om

m
is

si
on

 

to
 

ex
am

in
e 

a
ll

 
a
rt

ic
le

s 
to

 
w

hi
ch

 
th

e 
fo

rm
 a

p
p
li

es
 

an
d 

if
 

th
er

e 
is

 
im

po
rt

 
in

ju
ry

 w
it

h
 
re

sp
ec

t 
to

 ,
so

m
e 

a
rt

ic
le

s,
 

re
co

m
m

en
d 

d
o
u
b
li

n
g
 

th
e 

le
n
g
th

 o
f 

th
e 

fo
rm

? 
Im

po
rt

 
in

ju
ry

 

sh
o
u
ld

 
be

 
d
e
a
lt

 w
it

h
 

as
 

re
co

m
m

en
de

d 
in

 
T

it
le

 
II

 
o
f 

th
e
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CD

)

MR
. 

S
T
E
W
A
R
T

"(
b)
(l
) 

In
 
th
e 
co
ur
se
 o

f 
an
y 

in
ve
st
ig

at
io
n 

pu
rs
ua

nt
 

to
 t

hi
s 

se
ct
io
n,
 
th
e 

Co
mm
is
si
on
 s

ha
ll
 
ho
ld
 h

ea
ri
ng
s 
an
d 

gi
ve

 
re
as
on
ab
le
 p

ub
li
c 

no
ti
ce
 t

he
re
of
, 

an
d 

sh
al
l 
af
fo
rd
 r

ea
so
na
bl
e 

op
po
rt
un
it
y 

fo
r 
pa
rt
ie
s 

in
te
re
st
ed
 t

o 
be
 p

re
se
nt
, 

to
 p
ro
du
ce
 

ev
id
en
ce
, 

an
d 

to
 b

e 
he
ar
d 

at
 s

uc
h 

he
ar
in
gs
. 

If
 i
n 

th
e 
co
ur
se
 

of
 a
ny
 s

uc
h 

in
ve
st
ig
at
io
n 

th
e 

Co
mm
is
si
on
 s

ha
ll
 f

in
d 

wi
th

 r
es
pe
ct
 

to
 a

ny
 a

rt
ic
le
 o

n 
th
e 

li
st
 u

po
n 

wh
ic
h 

a 
mo
di
fi
ca
ti
on
 o

f 
ex

is
ti
ng

 
do
me
st
ic
 l

aw
 a
ll
eg
ed

 t
o 

be
 a

 n
on
ta
ri
ff
 b
ar
ri

er
 i

s 
pr
op
os
ed
 

th
at
 a

 f
ur
th
er
 o

r 
di
ff
er
en
t 

ty
pe
 o

f 
mo
di
fi
ca
ti
on
 i

s 
re
qu
ir

ed
 

in
 c

om
pa
ri
so
n 

wi
th
 t

ha
t 

re
qu
es
te
d 

by
 t

he
 p

ri
nc
ip
al
 
su
pp
li
er

 
of
 s
uc
h 

im
po
rt
ed
 a
rt

ic
le
 o

r 
pr
op
os
ed
 f
or
 c
on

si
de
ra
ti
on
 b

y 
th

e 
Pr
es
id
en
t 

in
 s

uc
h 
fo
re
ig
n 

tr
ad
e 

ag
re
em
en
t,
 
in
 o

rd
er
 t

o 
av
oi

d 
se
ri
ou
s 

in
ju
ry
 t

o 
th
e 
do
me
st
ic
 i

nd
us
tr
y 

pr
od
uc
in
g 

li
ke
 o

r 
di
re
ct
ly
 c

om
pe
ti
ti
ve
 a

rt
ic
le
s,
 
th
e 

Co
mm
is
si
on
 s

ha
ll
 g

iv
e 

sp
ec
if
ic
 a

dv
ic
e 

to
 
th
e 

Pr
es
id
en

t 
wi
th
 r
eg
ar
d 

to
 
th
e 

su
bs
ta
nc
e 

of
 t

he
 m
od
if
ic
at
io
ns
 r

eq
ui
re
d 

to
 a

vo
id
 s

uc
h 
ac
tu
al
 o

r 
th
re
at
en
ed
 

in
ju
ry
.

"(
2)
 

In
 e

ac
h 

su
ch
 i

nv
es

ti
ga
ti
on
 t

he
 C

om
mi
ss
io
n 

sh
al
l 

to
 t

he
 e

xt
en
t 

pr
ac
ti
ca
bl
e 

de
te
rm
in
e 

th
e 

ex
te
nt
 t

o 
wh
ic
h 

a 
mo
di
fi
ca
ti
on
 o

f 
du
ti
es
 a

nd
 o
th
er
 i

mp
or
t 

re
st
ri
ct
io
ns
, 

th
e 

im
po
si
ti
on
 o

f 
ad
di
ti
on
al
 i

mp
or
t 

re
st
ri
ct

io
ns
, 

or
 
th
e 

co
nt
in

ua
nc

e 
of
 e
xi
st
in
g 
cu
st
om
s 

or
 e

xc
is
e 

tr
ea
tm
en
t 

is
 
re
qu
ir
ed
 o

r 
ap
pr
o 

pr
ia
te
 t

o 
av
oi
d 

se
ri
ou
s 

in
ju
ry
 t

o 
th
e 
do
me

st
ic
 i

nd
us
tr
y 

pr
od

uc
in

g 
li
ke
 o

r 
di
re
ct
ly
 c

om
pe
ti
ti
ve
 a

rt
ic
le
s 

in
 
th
e 

ev
en
t 

th
at
 
th
e

G
O
V
E
R
N
M
E
N
T

A
d
m
i
n
i
s
t
r
a
t
i
o
n
'
s
 
b
i
l
l
 
a
n
d
 
n
o
t
 
by
 
th
e 

h
a
r
a
s
s
m
e
n
t
 
in
 
d
e
v
i
s
i
n
g

n
e
w
 
no

n-
ta

ri
ff

 
ba
rr

ie
rs

 
to
 
tr
ad
e.

On
ce

 
ag
ai
n,
 
th
e 

co
mm
en
ta
to
r 

ha
s 

pr
op

os
ed
 
an
 
in

ap
po

si
te

 

me
an

s 
of
 
de

al
in

g 
wi

th
 
a 
pr
ob

le
m 

be
ca

us
e 

he
'h

as
 
no

t 
un
de
r 

st
oo
d 

th
e 

sc
he
me
 
of
 
th
e 
Ad

mi
ni

st
ra

ti
on

 
pr
op
os
al
. 

No
tw

it
h 

st
an

di
ng

 
th
e 

St
ew
ar

t 
pa
pe
r'
s 

as
se
rt
io
n,
 
it
 
is

 
th
e 

Co
ng

re
ss

, 

an
d 

no
t 

th
e 

Ta
ri

ff
 
Co
mm

is
si

on
, 

wh
ic
h 

is
 
th
e 

bo
dy

 
si
ng
ul
ar
ly
 

ap
pr
op
ri
at
e 

to
 
co

ns
id

er
 
th
e 

ef
fe

ct
s 

of
 
mo

di
fi

ca
ti

on
s 

in
 

no
n-
ta

ri
ff

 
ba
rr
ie
rs
, 

si
nc
e,
 
wi
th
 
th
e 

ex
ce
pt
io
n 

of
 
th

os
e 

re
fe

rr
ed

 
to
 
in
 
se
ct
io
n 

10
3(
c)
 
of
 
th
e 

bi
ll
, 

ma
ny
 
of
 
th

es
e 

ba
rr

ie
rs

 
ha
ve
 
pu

rp
os

es
 
un

re
la

te
d 

to
 
fo
re

ig
n 

tr
ad
e.
 

Be
fo
re
 

th
es
e 

ba
rr
ie
rs
 
ar
e 

mo
di

fi
ed

, 
-i
t 
wi
ll
 
be

 
ne

ce
ss

ar
y 

to
 

ba
la

nc
e 

th
e 

da
ma

ge
 
th
ey
 
do
 
to
 
th
e 

fr
ee
 
mo

ve
me

nt
 
of
 
go

od
s 

ag
ai
ns
t 

th
e 

pu
rp

os
e 

wh
ic

h 
th
ey
 
we
re
 
en

ac
te

d 
to
 
se

rv
o 

an
d 

th
e 

ef
fi
ca

ci
ty

 
wi

th
 
wh

ic
h 

th
ey
 
se
rv
e 

it
. 

Fo
r 

th
is
 
re
as
on
, 

th
e 
Ad

mi
ni

st
ra

ti
on

 
bi

ll
's

 
ve
to
 
pr

oc
ed

ur
e 

pr
ov

id
es

 
fo
r 

ad
va
nc

e 
no

ti
fi

ca
ti

on
 
to
 
th
e 

Co
ng

re
ss

 
be

fo
re

 
th
e 

co
nc
lu
si
on

to CO
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)
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. 

ST
EW
AR
T

pr
ov
is
io
ns
 o

f 
do
me
st
ic
 
la

w 
al

le
ge

d 
by
 p

ri
nc
ip
al
 
su
pp
ly
in
g 

na
ti

on
s 

of
 s

uc
h 

im
po
rt
ed
 a
rt
ic
le
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b
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b
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ra
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 t
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 p
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 p
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 p
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ra
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 p
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 b
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 c
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at
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 d
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 d
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at
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 c
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 r
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at
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at
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 d
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 c
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 p
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 d
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 b
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 c
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 c
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 d
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e 
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em

en
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at
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 p
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hi
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at
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e 

Ho
us

e 
of
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 m
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at
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 c
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 d
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 b

e 
co
ns
id
er
ed
 t

he
 s

ub
je

ct
 o

f 
ne

go
ti

at
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 c
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 c
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 c
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 c
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e 
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ra
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e 
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su
bs
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e 
id

en
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3 
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d 
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e 

Tr
ad
e 

Ex
pa
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io

n 
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19
62
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Th
e 

pa
pe
r 
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se
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wi
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t 
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th
e 

re
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rd
, 
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th
e 

pr
oc
ed
ur
es
 
of
 
th
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e 
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ee
 
se
ct
io
ns
 
we

re
 
en

tr
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te
d 

to
 
lo
w 

le
ve
l,
 
no

n-
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sp
on
si
bl
e 

of
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ci
al
s 
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o 
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d 

no
 
im

pa
ct
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tr
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e 
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li
cy
. 

To
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le
ge
d 
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ct
, 
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op
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a 
wh

ol
ly

 
im
pr
ac
ti
ca
l 

st
at

ut
e 
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ir
in

g 
ca
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ne

t 
le
ve
l 

of
fi
ci
al
s,
 
Co
ng
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n 

an
d 

Se
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to
rs
, 

an
d 

pr
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id
en

ti
al

 

ad
vi
se
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te
nd
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nt
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of
 
he

ar
in

gs
, 

an
d 
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ir
in
g 

th
e 

pe
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on
s 
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o 

re
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es
en

t 
th
e 
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it
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at
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th
e 

tr
ad

e 
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ti
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pr
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t 
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es
e 
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e 
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th
e 
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pr
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li
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in
g 
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o 

wi
ll

 
ad
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e 
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en

t 
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y 
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at
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n,
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ra
is
es
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s 
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ti
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en
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ad
vi
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r 
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t 

at
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e 
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ar
in
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r 
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an
d 

th
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ea
ft
er
 
of
fe
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th
e 
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id
en
t 
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t 
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th
e 

ne
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ti
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io
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e 
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t 
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a 
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s 
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r 

th
e 
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t.
 

Al
l 
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he
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si
de
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r 
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e 
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ma
ki
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d 
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ti
at
in
g 
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on
s 
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ul
d 

re
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e 
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s 
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y 
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t 
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s 
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d 

at
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 p
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c 
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ar
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 s
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ma
ry
 i
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el
f 
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s 

pr
ep
ar
ed
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y 
pe
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on
s 

wh
o 

es
se
nt
ia
ll
y 

we
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 c
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rk
s,
 n

ot
 p

ol
ic
ym
ak
er
s,
 a

nd
 c

er
ta
in
ly
 n

ot
 n

eg
ot
ia
to
rs
.

Th
e 

re
su
lt
 w
as
 t

ha
t 

th
e 

vi
ew
s 

pr
es
en
te
d 

ha
d 

ve
ry
 l

it
tl
e 

im
pa
ct
 

on
 t

he
 j

ud
gm
en
t 

of
 t

ho
se
 m

ak
in
g 

th
e 

re
co
mm
en
da
ti
on
s 

to
 t

he
 P

re
si
de
nt
, 

up
on
 

th
e 

Pr
es
id
en
t 

hi
ms
el
f 

in
 a

ut
ho
ri
zi
ng
 t

he
 s

co
pe
 o

f 
th
e 

ne
go
ti
at
io
ns
, 

an
d 

up
on
 t

he
 p

er
so
ns
 c

on
du
ct
in
g 

th
e 

ne
go
ti
at
io
ns
. 

In
 s

ho
rt
, 

th
e 

el
ab
or
at
e 

pr
oc
ed
ur
e 

an
d 

ti
me
-c
on
su
mi
ng
 e

ff
or
t 

de
vo
te
d 

to
 t

he
se
 p

ub
li
c 

he
ar
in
gs
 w

er
e.
 

es
se
nt
ia
ll
y 

a 
sh
am
 w
hi
ch
 k

ep
t 

a 
gr
ea
t 
ma
ny
 p

eo
pl
e 

ve
ry
 b

us
y 

bu
t 

se
rv
ed
 

li
tt
le
 o

r 
no
 u

se
fu
l 

pu
rp
os
e 

so
 f

ar
 a

s 
ha
vi
ng
 a

n 
im
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ct
 o

n 
th
e 

ne
go
ti
at
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ns
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re
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en
t 

wi
th
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sp
ec
t 

to
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hi
ch
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e 
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ve
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vi
ce
 
vo
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? 

If
 

a 
ne
go
ti
at
or
 r

es
ig
ns
, 

an
d 

is
 
re
pl
ac
ed
 b

y 
a 

pe
rs
on
 w

ho
 d

id
 

no
t 

at
te
nd
 
th
e 

he
ar
in
gs
, 
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ul
d 

an
y 

ag
re
em
en
t 

up
on
'w
hi
ch
 

he
 p

ar
ti
ci
pa
te
s 

be
 
in
va
li
d?
 

Th
es
e 

qu
es
ti
on
s 

on
ly
 
be
gi
n 
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 i

ll
us
tr
at
e 

th
e 

to
ta
l 

im
pr
ac
ti
ca
li
ty
 o

f 
th
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pr
op
os
al
.

Th
e 

pa
pe
r 

fu
rt
he
r 

pr
op
os
es
 
th
at
 
re
pr
es
en
ta
ti
ve
s 

se
le
ct
ed
 
by
 
in
du
st
ry
 
be
 
ac
cr
ed
it
ed
 
to
 
th
e 

de
le
ga
ti
on
 

wh
ic
h 

co
nd
uc
ts
 
th
e 

ne
go
ti
at
io
ns
 
on
 
tr
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e 

wi
th
 
fo
re
ig
n 

go
ve
rn
me
nt
s.
 

Sh
ou
ld
 C

on
gr
es
s 

ch
oo
se
 
to
 
en
ac
t 

su
ch
 
a 

st
at
ut
e,
 
it
 w

ou
ld
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cr
ea
ti
ng
 
a 

ga
pi
ng
 
ho
le
 
in
 
th
e 

le
gi
s 

la
ti
on
 
it
 h

as
 
en
ac
te
d 

to
 
pr
ev
en
t 

co
nf
li
ct
s 

of
 
in
te
re
st
: 

(s
ee
 1

8 
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S.
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Tr
ad
e 

ne
go
ti
at
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ns
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n 
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nd
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te
d 
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.S
. 

Go
ve
rn
me
nt
 
em
pl
oy
ee
s 

wh
o 

ar
e 

ex
pe
rt
s 

wi
th
 
re
ce
nt
 

pr
io
r 

in
du
st
ry
 
se
rv
ic
e,
 
bu
t 

it
 
wo
ul
d 

be
 
wh
ol
ly
 
in
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pr
op
ri
at
e 

to
 h

av
e 

se
le
ct
io
ns
 
of
 U

ni
te
d 

St
at
es
 
re
pr
es
en
ta
ti
ve
s 

by
 

in
du
st
ry
.

Pr
op
os
ed
 
se
ct
io
n 

11
3 

(c
) 

is
 
th
e 

sa
me
 
in
 
co
nc
ep
t 

as
 

se
ct
io
n 

11
2 

of
 
th
e 

Ad
mi
ni
st
ra
ti
on
 
bi
ll
, 

ex
ce
pt
 
th
at
 
ad
vi
ce

Ox
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h 
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 c
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r 
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 t
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t 

se
t 
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h 
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dm
in

is
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at
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ll
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s 
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co
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en
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d 

th
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o 

11
4 

of
 t

he
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dm
in
is
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at
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n 
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ll

 
be
 r

ev
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ed
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en
um
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d 
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 f

ol
lo

ws
:

"S
EC
. 

11
3.
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 c
on

ne
ct

io
n 
wi
th
 a

ny
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op
os
ed
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ra
de
 a
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ee

me
nt

^ 
th
e 

Pr
es

id
en

t 
sh
al
l 
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rd
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n 

op
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r 
tu

ni
ty

 f
or
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ny
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er
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te

d 
pe

rs
on

 t
o 
pr
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en

t 
hi
s 

vi
ew

s 
co

nc
er

ni
ng

 
an
y 
ar
ti
cl
e 

on
 
li
st
s 

fo
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ar
de
d 

by
 h

im
 t

o 
th

e 
Ta
ri
ff
 C
om

mi
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io
n 

pu
rs

ua
nt

 t
o 

se
ct

io
ns

 1
11

 a
nd

 1
12

t 
an

y 
ar

ti
cl

e 
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h 

sh
ou
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 b

e 
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li

st
ed
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an
y 
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es
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ho
ul
d 
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ou
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t 
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ni
te
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at
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th
er
 m
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te
r 

re
le
va
nt
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o 
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ch
 p
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se

d 
tr
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e 

ag
re
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en
t.
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r 
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 p
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^ 

th
e 
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t 
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l 
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gn
at
e 
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 a
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y 
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ra
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y 
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it
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e 
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h 
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r 
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ot
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 p
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c 
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gs
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l 
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e 
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h 
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h 
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e 
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t 
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ry
 o

f 
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s.
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e 
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of
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r 
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ra
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y 
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it
te
e 
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in
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he
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gs
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ll
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lu
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 t
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 p
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e 
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f 
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 t
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t
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d 
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y 
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d 
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y 
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vo
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s 

fo
r 
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l 

in
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s.
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se

nt
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an
y 

so
rt
 
of
 
re

pr
es

en
ta

ti
on

 
of
 

br
oa

de
r 

in
te
re
st
s.

Pr
op

os
ed

 
se

ct
io

n 
11
4 

su
ff

er
s 

ag
ai
n 

fr
om
 
th
e 

co
nf

us
io

n 

in
tr

od
uc

ed
 
wi

th
 
th
e 

no
ti
on
 
of
 
"p

ri
nc

ip
al

 
su

pp
ly

in
g 

co
un
tr
y"
 

us
ed

 
in
 
co
nn
ec
ti
on
 w
it

h 
pr

op
os

ed
 
ag
re
em
en
ts
 
on
 
no

n-
ta

ri
ff
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rr
ie
rs
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Se
ct
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n 

11
4(
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, 

wh
il

e 
ge

ne
ra

ll
y 

si
mi
la
r 

to
 

se
ct

io
n 

11
4 

of
 
th
e 
Ad

mi
ni

st
ra

ti
on

 
bi
ll
, 

co
ul
d 

re
qu

ir
e 

qu
it
e 

un
ne

ce
ss

ar
il

y 
th
at
 
th
e 

sa
me
 
ag

re
em

en
t 

be
 
su
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it
te
d 

to
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on
gr

es
s 

a 
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ni
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m 
of
 
th

re
e 

ti
me
s.
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s 

re
fe
rr
ed
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o 
in
 s

ec
ti
on
s 
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1 

an
d 

11
2,
 
an
d 

th
os
e 

pe
rs
on
s 

wh
o 
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al
l 

co
mp
ri
se
 
th
e 

Un
it
ed
 S

ta
te
s 
de
le
ga
ti
on
 f
or
 

th
e 

co
nd
uc
t 

of
 t

he
 n

eg
ot
ia
ti
on
s 

fo
r 

su
ch
 p
ro
po
se
d 

tr
ad
e 

ag
re
em
en
t.
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Se
ct
io
n 

24
1(
b)
 
of
 t

he
 T

ra
de
 E

xp
an
si
on
 A
ct
 o
f 

19
62
 i

s 
am
en
de
d 

to
 r

ea
d 
as
 f

ol
lo
ws
:
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b)
 

Th
e 

Sp
ec
ia
l 
Re
pr
es
en
ta
ti
ve
 f

or
 T

ra
de

Ne
go
ti
at
io
ns
 s

ha
ll
, 

in
 t

he
 p

er
fo
rm
an
ce
 o
f 

hi
s 

fu
nc
ti
on
s

un
de
r 

su
bs
ec
ti
on
 
(a
),
 
se
ek
 i

nf
or
ma
ti
on
 a
nd
 a
dv
ic
e

wi
th
, 
re
sp
ec
t 

to
 e

ac
h 
ne
go
ti
at
io
n 
fr
om
 r
ep
re
se
nt
at
iv
es

of
 i
nd
us
tr
y,
 
ag
ri
cu
lt
ur
e,
 
an
d 

la
bo
r,
 
an
d 
fr
om
 s

uc
h 

CO
ag
en
ci
es
 a

s 
he
 d

ee
ms
 a

pp
ro
pr
ia
te
. 
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 a

dd
it
io
n,
 
th
e 

hf
x

Sp
ec
ia
l 
Re
pr
es
en
ta
ti
ve
 s

ha
ll
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cc
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di
t 
re
pr
es
en
ta
ti
ve
s

se
le
ct
ed
 b

y 
ea
ch
 i

nd
us
tr
y 
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os
e 

pr
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uc
ts
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re
 
li
ke
 o

r
co
mp
et
it
iv
e 

wi
th
 t

he
 i

mp
or
te
d 
ar
ti
cl
es
 w

hi
ch
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re
 t
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su
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ec
t 
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ra
de
 a
gr
ee
me
nt
 n
eg
ot
ia
ti
on
s 
an
d 
fr
om
 t

he
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bo
r 

or
ga
ni
za
ti
on
s 

re
pr
es
en
ti
ng
 t

he
 w

or
ke
rs
 i

n 
su
ch

in
du
st
ri
es
, 

as
 a

dv
is
er
s 

to
 t

he
 U

ni
te
d 
St
at
es
 d
el
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at
io
n
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r 

su
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ra
de
 a

gr
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me
nt
 n

eg
ot
ia
ti
on
s.
 

Th
e 
Sp
ec
ia
l

Re
pr
es
en
ta
ti
ve
 s

ha
ll
 a
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or
d 

su
ch
 a
cc
re
di
te
d 
re
pr
es
en
ta
 

ti
ve
s 

fu
ll
 o

pp
or
tu
ni
ty
 t

o 
ad
vi
se
 a

nd
 c
on
su
lt
 w

it
h 

th
e

Un
it
ed
 S
ta
te
s 

ne
go
ti
at
or
s 

du
ri
ng
 t

he
 c

ou
rs
e 

of
 s
uc
h

ne
go
ti
at
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. 

Th
e 

Sp
ec
ia
l 

Re
pr
es
en
ta
ti
ve
 a

nd
 h

is
de
le
ga
te
s,
 
in
cl
ud
in
g 

th
e 

Un
it
ed
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ta
te
s 

ne
go
ti
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e 
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sh
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l 
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 f
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l 
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n

an
d 
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e 
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 t
o 

th
e 
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 o
f 

su
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te
d

re
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ta
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a)
 

Be
fo
re
 a
ny
 t

ra
de
 a

gr
ee
me
nt
 i

s 
en
te
re
d 

in
to
 u

nd
er
 

se
ct
io

ns
 1

01
 o

r 
10
3,
 
th

e 
Pr
es
id
en
t 

sh
al
l 

ee
ek

 i
nf

or
ma

ti
on

 a
nd
 

ad
vi
ce

 w
it

h 
re

sp
ec

t 
to
 e

ac
h 
ag

re
em

en
t,

 
an

d 
wi

th
 p

ar
ti
cu
la
r 

re
fe
re

nc
e 

to
 a
rt
ic
le
s 

wh
ic
h 

he
 i

nt
en
ds
 t

o 
ma

ke
 
th
e 

su
bj

ec
t 

of
 n
eg

ot
ia

ti
on

s 
un
de
r 
an

y 
su
ch
 a

gr
ee

me
nt

, 
fr

om
 t

he
 C

ab
in

et
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e 
Go
ve
rn
me
nt
 a

s 
fo
ll
ow
s:
 

wi
th

 r
es
pe
ct
 
to
 a

gr
i 

cu
lt
ur
al
 p
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 m
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 D
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 r
es

pe
ct

 t
o 
mi

ne
ra

l 
pr
od
uc
ts

, 
fr

om
 t

he
 D
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 r
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ra
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 r
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 p
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at
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 r
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at
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 o
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 d
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 f
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 d
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at
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ad
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 d
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 f
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 o
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 c
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 C
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 f
or

 r
ep

or
tin

g 
$j

\
to

 t
he

 C
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 p
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 p
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ra

de
 a

gr
ee

m
en

t 
ha

s 
be

en
 e

nt
er

ed
 i

nt
o 

pu
rs

ua
nt

 t
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 p
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 t
ra
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 o
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 l
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 f
in

di
ng

s 
o
f 

th
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w
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 r
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 o
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re
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ra
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 d
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 d
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ra
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ad
e 

bi
ll
 w

ou
ld

 
pr

ov
id

e 
on
ly
 
ve

ry
 
na

rr
ow

ly
 
ci

rc
um

sc
ri

be
d 

im
po
rt
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e 

pa
pe

r 
ac

kn
ow

le
dg

es
 

th
e 

fa
ct
 
th
at
 
th
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on
 2

01
(d
) 

wi
th

 r
es
pe
ct
 t

o 
an
 i

nd
us
tr
y,
 

th
e 

Pr
es
id
en
t 

sh
al
l 

-
(1

) 
pr

ov
id

e 
im
po
rt
 r

el
ie
f 
fo

r 
su
ch
 i

nd
us

tr
y 

in
 

ac
co

rd
an

ce
 w

it
h 

se
ct

io
n 

20
3;
 a

nd
(2

) 
di
re
ct
 
th
e 

Se
cr

et
ar

y 
of
 L
ab
or
 t

o 
gi
ve
 e

xp
ed
it
io
us
 

co
ns
id
er
at
io
n 

to
 p

et
it

io
ns

 f
or

 a
dj

us
tm

en
t 
as
si
st

an
ce
 f

or
 

wo
rk
er
s 

in
 t

he
 i

nd
us

tr
y 

co
nc
er
ne
d.

"(
b)
 

Wi
th
in
 6

0 
da
ys
 a

ft
er
 r

ec
ei
vi
ng
 a
 r

ep
or
t 

fr
om

 t
he
 

Ta
ri

ff
 C
om

mi
ss

io
n 

co
nt

ai
ni

ng
 a
n 

af
fi
rm
at
iv
e 

fi
nd

in
g 
un

de
r 

se
ct
io
n 

20
1(

b)
, 

th
e 

Pr
es

id
en

t 
sh
al
l 

pu
bl
is
h 

a 
pr

oc
la

ma
ti
on
 

pr
ov
id
in
g 

im
po
rt
 r

el
ie
f 
pu
rs
ua
nt
 
to
 s

ec
ti
on
 2

01
; 

pr
ov

id
ed

 
th
at
, 

in
 t

he
 e

ve
nt
 
th
e 
Ta
ri
ff
 C
om
mi
ss
io
n 

wa
s 

eq
ua
ll
y 
di
vi
de

d 
in
 i

ts

GO
VE
RN
ME
NT

Th
e 

pr
op
os
al
s 

co
nt

ai
ne

d 
in
 
th
e 

St
ew

ar
t 

pa
pe

r 
wo

ul
d 

re
qu

ir
e 

th
e 

im
po

si
ti

on
 
of
 
th
e 

le
ve

l 
of
 
im

po
rt

 
re

li
ef

 

re
co
mm
en
de
d 

by
 
th
e 

Ta
ri

ff
 
Co
mm
is
si
on
. 

Th
ey

 w
ou

ld
 
di

sa
ll

ow
. 

; 
' 

' 
I
-
!
'
'
,
.
'
 

' 
'

ah
y 

Pr
es

id
en

ti
al

 
di
sc
re
ti
on
 
to
 
fo

ll
ow

 a
n 

al
te

rn
at

iv
e 

c
o
u
r
s
^
o
f
 
ac

ti
on

 
ba

se
d 

up
on

 
ad
di
ti
on
al
 
in

fo
rm

at
io

n 

co
nc

er
ni

ng
 
su
ch
 m

at
te

rs
 
as
 
th
e 

pr
ob

ab
le

 
ef

fe
ct

iv
en

es
s 

of
 

th
e 

pr
op

os
ed

 
im
po
rt
 
re

li
ef

, 
th
e 

ef
fe

ct
 
bf
 
su
ch
 
re

li
ef

 
up

on
 

U.
S.
 
co

ns
um

er
s,

 
an
d 

th
e 

ef
fe

ct
 
up

on
 
Un

it
ed

 
St

at
es

 
in

te
rn

at
io

na
l 

ec
on

om
ic

 
in
te
re
st
s 

in
 
ge

ne
ra

l 
. 

In
 
sh
or
t,
 
th
e 

pr
op

os
al

 
\ 

ma
ke

s 
im

po
rt

 r
el

ie
f 

au
to

ma
ti

c 
wi
th
ou
t 

th
e 

Pr
es
id
en
t 

be
in

g 

ab
le

 
to
 
br
in
g 

to
 
be
ar
 
on
 
th
is
 
qu

es
ti

on
 
a 

nu
mb
er
 
of
 

im
po
rt
an
t 

co
nc
er
ns
 
wh
ic
h 

re
qu

ir
e 

co
ns

id
er

at
io

n.

. 
A
n
 
in

co
ns

is
te

nc
y 

co
nt

ai
ne

d 
in
 
th
e 

St
ew

ar
t 

pa
pe

r 
is
 

hi
s 

re
lu
ct
an
ce
 
to

.p
la

ce
 d
is

cr
et

io
n 

in
 
th
e 

Ta
ri

ff
 

Co
mm

is
si

on
 
to
 
de

ci
de

 
on
 w

he
th

er
 
th
e 

co
nd
it
io
ns
 
fo
r 

im
po

rt
 

re
li

ef
 
ar
e 
me

t 
(s
ee
 
p.

 
70

) 
an

d.
 a
n 

ad
ve

rs
io

n 
to
 
al
lo
wi
ng
 

th
e 

Pr
es

id
en

t 
to
 
qu

es
ti

on
 
th
e 

Ta
ri

ff
 C
om

mi
ss

io
n 

de
te

r-

fc
O

CO
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fi
nd
in
g,
 
th
e 

Pr
es
id
en
t 

sh
al
l 

aa
t 

wi
th
in
 1

20
 d

ay
s.
 

If
 t

he
 

Pr
es
id
en
t 

do
es
 n

ot
 f

av
or
 t

he
 g

ra
nt
 o

f 
th
e 
re
li
ef
 d
et
er
mi
ne
d 

to
 b

e 
ne
ae
sB
ar
y 

by
 t

he
 T

ar
if
f 
Co
mm
is
si
on
, 

he
 
sh
al
l 

ne
ve
rt
he
le
ss
 

ta
ke
 s

uc
h 
ac
ti
on
 b
ut
 s
im
ul
ta
ne
ou
sl
y 
wi
th
 h
is
 p
ro
cl
am
at
io
n 

ma
ki
ng
 s

uc
h 
re
li
ef
 e
ff
ec
ti
ve
, 

su
bm
it
 a

 r
ep
or
t 

to
 t

he
 H

ou
se
 

of
 R
ep
re
se
nt
at
iv
es
 a
nd
 t

o 
th
e 

Se
na
te
 s

ta
ti
ng
 t

he
 o

on
si
de
ra
ti
on
s 

on
 w
hi
ch
 h

is
 v

ie
ws
 a

re
 b

as
ed
.

"(
a)
 

Th
e 

Pr
es
id
en
t 

ma
y,
 
wi
th
in
 4

5 
da
ys
 a

ft
er
 t

he
 d

at
e 

on
 w

hi
ch
 h
e 

re
ce
iv
es
 a
n 
af
fi
rm
at
iv
e 

fi
nd
in
g 
of
 t
he
 T

ar
if
f 

Co
mm
is
si
on
 u
nd
er
 s

ec
ti
on
 2

01
 (
b)
 
wi
th
 r
es
pe
ct
 
to
 a

n 
in
du
st
ry
, 

re
qu
es
t 

ad
di
ti
on
al
 i

nf
or
ma
ti
on
 f

ro
m 

th
e 

Ta
ri
ff
 C
om
mi
ss
io
n.
 

Th
e 

Ta
ri
ff
 C
or
mi
ss
io
n 

sh
al
l 

as
 s

oo
n 
as
 p

ra
ct
ic
ab
le
, 

bu
t 

in
 

no
 e

ve
nt
 m
or
e 

th
an
 6

0 
da
ys
 a

ft
er
 t

he
 d

at
e 

on
 w

hi
ch
 i

t 
re
ce
iv
es
 

th
e 

Pr
es
id
en
t'
s 

re
qu
es
t,
 
fu
rn
is
h 
ad
di
ti
on
al
 i

nf
or
ma
ti
on
 w

it
h 

re
sp
ec
t 

to
 s

uc
h 

in
ju
ry
 i

n 
a 

su
pp
le
me
nt
al
 r

ep
or
t.
 

Fo
r 

pu
rp
os
es
 

of
 s
ub
se
ct
io
n 

(b
),
 
th
e 
da
te
 o

n 
wh
ic
h 

th
e 

Pr
es
id
en
t 
re
ce
iv
es

su
ch
 s

up
pl
em
en
ta
l 

re
po
rt
 s

ha
ll
 b

e 
tr
ea
te
d 
as
 t

he
 d

at
e 

on
 

wh
ic
h 

th
e 

Pr
es
id
en
t 

re
ce
iv
ed
 t

he
 a

ff
ir
ma
ti
ve
 f

in
di
ng
 o
f 

th
e 

Ta
ri
ff
 C
om
mi
ss
io
n.

"S
EC
. 

20
3.
 

IM
PO
RT
 R

EL
IE
F.
--
(a
) 

If
 t

he
 T

ar
if
f 
Co
mm
is
- 

#i
£>
x 
Ma
ke
s 
a 
de
te
rm
in
at
io
n 
of
 s

er
io
us
 i

nj
ur
y 

or
 t

he
 t

hr
ea
t 

th
er
eo
f 

-

(1
) 

th
e 

Pr
es
id
en
t 

sh
al
l 

is
su
e 
a 

pr
oc
la
ma
ti
on

pr
ov
id
in
g 

fo
r 

th
e 

in
cr
ea
se
 i

n,
 
or
 i

mp
os
it
io
n 

of
, 

an
y

GO
VE
RN

ME
NT

mi
na
ti
on
. 

Th
e 

co
mb

in
at

io
n 

of
 
th
es
e 

fa
ct
or
s 

su
gg
es
ts
 
a 

de
si
re
 
to
 
as
su
re
 
th
e 

gr
an
ti
ng
 
of
 
im
po
rt
 
re
li
ef
 
ge
ne
ra
ll
y 

wi
th

ou
t 

al
lo
wi
ng
 
an
 
in

fo
rm

ed
 
an
d 

ba
la

nc
ed

 
ju
dg
me
nt
 
to
 
be

 

ma
de
 a

s 
to
 
wh
et
he
r 

it
 
is
 
in
 
fa
ct
 w

ar
ra
nt
ed
.

Le
ng
th
 
of
 
Re
li
ef

Fi
na
ll
y,
 
we
 
no

te
 
th
at
 M

r.
 
St
ew
ar
t'
s 

pr
op
os
al
s 

co
nt
ai
n 

no
 
pr
ov
is
io
ns
 
re
ga
rd
in
g 

le
ng

th
 
of
 
re
li
ef

, 
ph

as
e-

ou
t 

of
 

re
li
ef
 a

nd
 
te

rm
in

at
io

n 
of
 
re
li
ef
. 

Ba
rr
ie
rs
 
to
 
im

po
rt

s 

wh
ic
h 

ma
y 

ha
ve
 
be
en
 
ne
ce
ss
ar
y 

on
 
a 

sh
or

t-
te

rm
 b

as
is
 
sh

ou
ld

 

no
t 

ac
qu
ir
e 

a 
pe
rm
an
en
t 

st
at
us
.'
 
Th
e 

cu
mu

la
ti

ve
 
ef
fe
ct
, 

wi
th
 
ne

w 
ba
rr
ie
rs
 
be

in
g 

ad
de
d 

an
d 

ol
d 

on
es
 
re
ma
in
in
g,
 

co
ul
d 

be
 
to
 d

ra
st

ic
al

ly
 
al
te

r 
th
e 

ne
go

ti
at

ed
 
ta
ri
ff
 

st
ru
ct
ur
e 

an
d 

ha
mp
er
 
th
e 

gr
ow
th
 o

f 
wo

rl
d 

tr
ad
e,
 
wi

th
 
in
ju

ry
 

re
su
lt
in
g 

to
 A
me
ri
ca
n 

in
du
st
ry
 
fr
om
 
fo
re
ig
n 

go
ve

rn
me

nt
s 

em
ul
at
in
g 

th
e 

sc
he

me
 
pr
op
os
ed
 
fo
r 

th
e 

Un
it

ed
 
St
at
es
. 

Th
e 

tr
ad
e 

bi
ll

 
pr
ov
is
io
ns
, 

on
 
th
e 

ot
he

r 
ha
nd
, 

ar
e 

de
si

gn
ed

 

to
 
en
ab

le
 a

n 
or
de
rl
y 

ad
ju
st
me
nt
 b

y 
in
du
st
ry
 
to
 
ne
w 

co
mp

et
it

iv
e 

co
nd
it
io
ns
 
wi
th
ou
t 

ad
di
ng
 
a 

pe
rm

an
en

t 
ba
rr
ie
r 

to
 
tr
ad
e.

to 00
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MR
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5T
EW
AR
T

du
ty
 o

r 
ot
he
r 

im
po
rt
 r

es
tr
ic
ti
on
 • o

n 
th
e 
ar
ti
cl
e 

ca
us
in
g 

or
 t

hr
ea
te
ni
ng
 t

o 
ca
us
e 

se
ri
ou
s 

in
ju
ry
 t

o 
su
ch
 i

nd
us
tr
y 

as
 f

ou
nd
 b

y 
th
e 

Co
mm
is
si
on
 t

o 
be
 n

ec
es
sa
ry
 t

o 
re
me
dy
 

su
ch
 i

nj
ur
y 

or
 t

hr
ea
t 

th
er
eo
f;
 
an
d

(2
) 

wi
th
in
 1

80
 d
ay
s 

of
 t

he
 C

om
mi
ss
io
n'
s 

re
po
rt
^ 

th
e 

Pr
es
id
en
t 

ma
y 

ne
go
ti
at
e 

or
de
rl
y 
ma
rk
et
in
g 
ag
re
em
en
ts
 

wi
th
 f
or
ei
gn
 c
ou
nt
ri
es
 w

hi
ch
 w
he
n 
ma
de
 e

ff
ec
ti
ve
 b

y 

pr
oc
la
ma
ti
on
 b

y 
th
e 

Pr
es
id
en
t 

wi
ll
 
li
mi
t 

th
e 

ex
po
rt
 

fr
om
 f
or
ei
gn
 c

ou
nt
ri
es
 a

nd
 t

he
 
im
po
rt
 i

nt
o 

th
e 

Un
it
ed
 

St
at
es
 o
f 

th
e 

ar
ti
cl
e 

ca
us
in
g 

or
 t

hr
ea
te
ni
ng
 t

o 
ca
us
e 

se
ri
ou
s 

in
ju
ry
 t

o 
su
ch
 i

nd
us
tr
y 
co
ns
is
te
nt
 w

it
h 

th
e 

li
mi
ta
ti
on
s 

on
 i

mp
or
ts
 f

ou
nd
 b
y 

th
e 

Co
mm
is
si
on
 t

o 
be
 

ap
pr
op
ri
at
e 

to
 r

em
ed
y 

th
e 

se
ri
ou
s 

in
ju
ry
 o

r 
th
re
at
 

th
er
eo
f 

to
 t

he
 d

om
es
t-
ic
 i

nd
us
tr
y.

"(
b)
 

Im
po
rt
 r

el
ie
f 
pr
ov
id
ed
 p
ur
su
an
t 

to
 s

ub
se
ct
io
n 

(a
) 

sh
al
l 

be
co
me
 i

ni
ti
al
ly
 e

ff
ec
ti
ve
 n

o 
la
te
r 

th
an
 6

0 
da
ys
 a
ft
er
 

th
e 

Pr
es
id
en
t 

's
 p

ro
cl
am
at
io
n 

is
 p

ub
li
sh
ed
 p
ro
vi
di
ng
 f

or
 s

ua
h 

im
po
rt
 r

el
ie
f,
 
ex
ce
pt
 t

ha
t 

th
e 

ap
pl
ic
ab
le
 p

er
io
d 
wi
th
in
 w
hi
ch
 

im
po
rt
 r

el
ie
f 

sh
al
l 

be
 
in
it
ia
ll
y 
pr
ov
id
ed
 s
ha
ll
 b

e 
18
0 

da
ys
 

if
 t

he
 P

re
si
de
nt
 a

nn
ou
nc
es
 a

t 
th
e 

ti
me
 o

f 
hi
s 
pr
oc
la
ma
ti
on
 h

is
 

in
te
nt
 t

o 
ne
go
ti
at
e 

on
e 

or
 m
or
e 

or
de
rl
y 
ma
rk
et
in
g 
ag
re
em
en
ts
 

pu
rs
ua
nt
 t

o 
su
bs
ec
ti
on
 
(a
) 
(2
) 
of
 t
hi
s 

se
ct
io
n.

"(
c)
 

In
 o

rd
er
 t

o 
ca
rr
y 

ou
t 

an
 a
gr
ee
me
nt
 c

on
cl
ud
ed
 u
nd
er
 

su
bs
ec
ti
on
 
(a
) 
(2
),
 
th
e 

Pr
es
id
en
t 

is
 a

ut
ho
ri
ze
d 

to
 i

ss
ue
 r

eg
ul
a 

ti
on
s 

go
ve
rn
in
g 

th
e 

en
tr
y 
or
 w

it
hd
ra
wa
l 

fr
om
 w
ar
eh
ou
se
 o

f
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ST
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ar
ti
cl
es
 c
ov
er
ed
 b

y 
su
ch
 a

gr
ee
me
nt
. 

In
 a

dd
it
io
n,
 
in
 o

rd
er
 

to
 c

ar
ry
 o

ut
 o

ne
 o

r 
mo
re
 a

gr
ee
me
nt
s 

co
nc
lu
de
d 
un
de
r 

su
bs
ec
 

ti
on
 
(a
) 
(2
) 
am
on
g 
co
un
tr
ie
s 

ac
co
un
ti
ng
 f
or
 a

 s
ig
ni
fi
ca
nt
 

pa
rt
 o
f 

Un
it
ed
 S

ta
te
s 

im
pc
rt
e 
of
 t
he
 a

rt
ic
le
 c

ov
er
ed
 b
y 

su
ch
 

ag
re
em
en
t,
 
th
e 

Pr
es
id
en
t 

is
 a
ls
o 

au
th
or
is
ed
 t

o 
is
su
e 

re
gu
la
 

ti
on
s 

go
ve
rn
in
g 

th
e 

en
tr
y 

or
 w
it
hd
ra
wa
l 

fr
om
 w

ar
eh
ou
se
 o

f 
th
e 

li
ke
 a

rt
ic
le
s 

ah
ia
h 
ar
e 

th
e 
pr
od
uc
t 

of
 c
ou
nt
ri
es
 n

ot
 

pa
rt
ie
s 

to
 s

uc
h 
ag
re
em
en
t.

"(
d)
 

Wh
en
ev
er
 t

he
 P

re
si
de
nt
 h

as
 a

ct
ed
 p
ur
su
an
t 

- t
o 

su
bs
ec
ti
on
 
(a
) 
(1
) 

or
 
(2
),
 
he
 m
ay
 a

t 
an
y 

ti
me
 
th
er
ea
ft
er
 

wh
il
e 

su
ch
 i

mp
or
t 

re
li
ef
 i

s 
in
 e

ff
ec
t,
 
ne
go
ti
at
e 

or
de
rl
y 

ma
rk
et
in
g 

ag
re
em
en
ts
 w

it
h 

fo
re
ig
n 

co
un
tr
ie
s,
 
an
d 
ma
y,
 
up
on
 

th
e 

en
tr
y 

in
to
 f
or
ce
 o
f 
su
ch
 a
gr
ee
me
nt
s,
 
su
sp
en
d 
or
 t

er
mi
na
te
, 

in
 w

ho
le
 o

r 
in
 p

ar
t,
 
su
ch
 o

th
er
 a
ct
io
ns
 p

re
vi
ou
sl
y 

ta
ke
n;
 

pr
ov
id
ed
 t

ha
t,
 
th
e 

li
mi
ta
ti
on
s 

on
 e

xp
or
ts
 f

ro
m 
fo
re
ig
n 

co
un
 

tr
ie
s 
an
d 

im
po
rt
s 

in
to
 t

he
 U

ni
te
d 
St
at
es
 o

f 
th
e 

ar
ti
cl
e 

ca
us
in
g 

or
 t

hr
ea
te
ni
ng
 t

o 
ca
us
e 

se
ri
ou
s 

in
ju
ry
, 

wh
ic
h 

is
 t

he
 s

ub
je
ct
 

of
 t
he
 i

mp
or
t 

re
li
ef
, 

ar
e 

co
ns
is
te
nt
 w
it
h 

th
e 

li
mi
ta
ti
on
s 

on
 i

mp
or
ts
 f
ou
nd
 b
y 

th
e 

Ta
ri
ff
 C
om
mi
ss
io
n 

to
 b

e 
ap
pr
op
ri
at
e 

to
 r

em
ed
y 

th
e 

se
ri
ou
s 

in
ju
ry
 o

r 
th
re
at
 t

he
re
of
 t

o 
th
e 
af
fe
ct
ed
 

do
me
st
ic
 i

nd
us
tr
y.

"(
e)
(l
) 

So
 
lo
ng
 a
s 

an
y 

im
po
rt
 r

el
ie
f 
pu
rs
ua
nt
 t

o 
th
is
 

se
ct
io
n 

(i
nc
lu
di
ng
 a
ny
 o

rd
er
ly
 m
ar
ke
ti
ng
 a
gr
ee
me
nt
s)
 r

em
ai
ns
 

in
 e

ff
ec
t,
 
th
e 
Ta
ri
ff
 C
om
mi
ss
io
n 

sh
al
l 

ke
ep
 u
nd
er
 r

ev
ie
w
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:)

de
ve
lo
pm
en
ts
 w

it
h 
re
sp
ec
t 

to
 t

he
 i

nd
us
tr
y 
co
nc
er
ne
d 
an
d 
up
on
 

re
qu
es
t 
of
 t

he
 P

re
si
de
nt
 s

ha
ll
 m

ak
e 

re
po
rt
s 

to
 t

he
 P

re
si
de
nt
 

co
nc
er
ni
ng
 s

uc
h 
de
ve
lo
pm
en
ts
.

"(
2)
 

An
nu
al
ly
, 

th
e 
Ta
ri
ff
 C
om
mi
ss
io
n 

sh
al
l 

re
po
rt
 

to
 t

he
 P

re
si
de
nt
 i

ts
 f

in
di
ng
s 

as
 t

o 
th
e 

pr
ob
ab
le
 e

oo
no
mi
c 

ef
fe
ct
 o

n 
su
ch
 i

nd
us
tr
y 
of
 a
 t

er
mi
na
ti
on
 o

f 
th
e 

im
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ra
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e 

se
rv

ed
 t

o 
in
cl
ud
e 

in
 t

he
 w

it
hh

ol
di

ng
 o

f 
ap
pr
ai
se
me
nt
 

th
os

e 
Im
po
rt
s 

wh
ic
h 

we
re
 e

nt
er
ed
 f

or
 c

on
su

mp
ti

on
 d

ur
in
g 

th
e 

pe
ri
od
 o

f 
ti

me

GO
VE
RN
ME
NT

Re
fe

rr
in

g 
to
 
se
ct
io
n 

31
0(
a)
 
of
 
th
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ra
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at
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re
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ra
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ad
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 p
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 d
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 d
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 d
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 c
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 d
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 d
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 d
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 d
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 p
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 c
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at
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 p
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 p
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 b
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ad
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 b
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 d
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 l
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 b
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 b
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 d
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 m
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 d
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 p
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e 

sp
ec

if
ie

d 
fo

r 
ad
di
ti
on
 t

o 
th
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t.
 

He
 a

rg
ue

d 
th

at
 
re

ba
te

d 
or

 
re
mi
tt
ed
 
im
po
rt
 
du
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e 
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 p
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Mr. STEWART. Madam Chairman, thank you very much. I appreciate 
that suggestion because in the 1968 hearings information was inserted 
by the administration after my testimony. I was afforded a look at it 
prior to the publication of the hearings, and thus had a chance to 
answer.

Might it be permissible for me to be afforded a look at the critique 
of the Administration with a chance to insert comments about it?

Mrs. GRIFFITHS. It certainly will be afforded. Without any objec 
tion, we will give you that permission.

Mr. STEWART. Thank you, Madam Chairman.
Mrs. GRIFFITHS. Now Mr. Gibbons will inquire and Mr. Ullman 

will Chair.
Mr. GIBBONS. Mr. Stewart, yesterday in your statement you included 

the list of members of your association, and in today's statement I 
don't find a copy of that information. Do you have that?

Mr. STEWART. Yes, Congressman. In response to the instructions 
provided by the committee in its press release giving instructions to 
those who desired to appear, I submitted a list of our members with 
my request to appear. I would be happy to have it appear in the record 
in conjunction with my testimony.

Mr. GIBBONS. I understand it will be put in.
Can you send me for my own edification a copy of it ? I must say 

I like your style. I like a man who can stand up and talk without 
reading from a statement. Some of those who read, read with such a 
low voice and such apparently low convictions about what they're 
saying that I'm not convinced they know what they are talking about. 
At least you have a knowledge of the subject and sufficient conviction 
that you stand up and talk about it in an almost extemporaneous 
manner.

Why do you think the Kennedy round was so disastrous ?
Mr. STEWART. Because the ground rules established by the Congress 

did not provide for the Tariff Commission to inform the President 
specifically as to the limit of the reductions of duty that could be made 
without injuring industry, and because the convictions which I believe 
that the late and great Christian Herter, the President's special rep 
resentative for trade negotiations, had during his life was not honored. 
That conviction was that the United States should not grant con 
cessions on industrial products of interest to the Common Market un 
less the Common Market was willing to make concessions to give the 
United States truly meaningful and increasing access for our agricul 
tural exports to the Common Market.

The additional reason why it was not successful is that prior even 
to the publication by the Tariff Commission of the list of articles the 
President intended to negotiate on, for which views were requested, 
the Administration then in power entered into an agreement with 
the contracting parties of GATT that in the Kennedy round, as it 
later came to be known, tariff concessions would be granted on an 
across-the-board basis with the target of a 50 percent reduction on all 
products subject only to exceptions as to which there would be con 
frontation and justification, meaning every nation was supposed to 
table in gross a 50 percent reduction in its duties except for selected 
items and that selection of items was subject to challenge by the 
other trading partners and the right for them to make a judgment as
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to whether the United States in this case was justified in holding them out of the negotiations. Thus, there was a moral commitment made before the evaluation of the effects of such across-the-board, deep 
reductions in duty on U.S. industry.

There was a moral commitment made that reductions in duty would be made to the maximum limit permitted by the law, except for 
these confrontation and justification exceptions. Thus, the configura tion of the concessions on our part on imports coming in was the result of a commitment that was made without the benefit of economic 
analysis and the objective which our negotiators had in daring to make such a commitment, namely, the urgent need to break open the barrier of the Common Market in the form of variable import 
levies to our agricultural exports was not forthcoming in the negotiations.

Notwithstanding that, the onus of failure would have been so great that our negotiators, understandably, perhaps, but unwisely, signed the agreement. It was therefore one-sided in its effect and, being one sided, it produced one-sided results, and I call those results a disaster.
Mr. GIBBONS. In your formal statement you criticized the Congress, and I think rightly so, for failure to evaluate the results of the Kennedy round. How many staff people do you think it would take, 

realizing the foot race that we Congressmen are involved in, and we must depend a great deal on staff, how many staff people do you think 
it would take to oversee what is in effect a $125 billion a year industry right now? You have had a lot of experience in this field. Could you tell me how many people it would take, working full time on the 
job, to do it?

Mr. STEWAET. So far as the immediate personnel of this coniT mittee——
Mr. GIBBONS. I am not talking about that. I am just trying to get some estimate. I have confidence in the personnel of the committee and intend no criticism of them.

Mr. STEWART. So do I.
Mr. GIBBONS. I am just trying to figure out what it would take to do a good, oversight job on something as large as the whole issue of 

foreign trade.
Mr. STEWAET. My intention was to make a short answer notwith 

standing the obliqueness of my beginning.
Mr. GIBBONS. All right.
Mr. STEWART. The short answer is that because this committee has the right to call upon the Tariff Commission for professional support. I believe that the highly competent staff of this committee, strongly assisted by the Tariff Commission, could prepare the ground work for, first, executive sessions in which the committee would interrogate those responsible for our trade negotiations and subse 

quently public hearings on the subject.
I do not believe that it would have called for any increase in the size of the staff of this committee, if that approach had been followed.Mr. GIBBONS. Then your criticism is directed toward the committee 

itself? Am I correct in that?
You say we have enough staff if we use it right. Tell me what 

you think we ought to be doing.
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Mr. STEWART. It certainly must commend itself to every one in 
this room that it is doubtful wisdom on my part to attempt to persuade 
the committee by criticizing it.

Mr. GIBBONS. You said that Congress was not doing the job it 
should in the area of foreign trade, and I agree with you. Now I 
want some practical suggestions as to how we can do better.

Mr. STEWART. I do not shrink from the question. I wanted to make 
some courteous apology to people, whom I respect, for my criticism. 
I am here as a citizen and representing citizens, and we have the 
right to redress of our grievances. Those of us who are deeply involved 
in the Nation's fortunes in the foreign trade area are aggrieved that 
the committee does not conduct legislative oversight in a manner 
that I described.

I have great respect for the committee but I think on that particxilar 
point, for whatever reason, it ought to adopt a different policy in the 
future than it has followed in the past, and regularly conduct such 
legislative oversight.

Mr. GIBBONS. I think you are right. But what you are suggesting 
does not seem very helpful.

Apparently, unless I overlooked it in your statement, you do not 
consider the matter of taxes to be of great significance in connection 
with the trade problems that we have. Am I correct in that conclusion ?

Mr. STEWART. Yes, sir.
Mr. GIBBONS. Our taxes or their taxes?
Mr. STEWART. I do not consider taxes to be a major problem in this 

area. On a relative scale it pales into insignificance compared to 
the matters that I talked about in my statement.

Mr. GIBBONS. My 5 minutes are up but I have some questions I 
would like to ask you later.

Thank you, Mr. Chairman.
Mr. ULLMAN [presiding]. Mr. Schneebeli.
Mr. SCHNEEBELI. Mr. Stewart, I expressed myself yesterday as to 

my respect for your thoroughness and your ability to present the prob 
lems you see with legislation before us. To what degree were the repre 
sentatives of industry and labor consulted during the Kennedy round ? 
Was there any consultation ?

Mr. STEWART. Yes, there was, Mr. Schneebeli. I believe the people in 
charge of our trade negotiations made what then appeared to them 
to be a significant effort to provide for such consultation. The fact that 
it was not successful does not mean that they didn't have the intention 
of doing so. The Special Representative's Office set up a panel of tech 
nical representatives of all interested industries. They were called to 
Washington and explained the general ground rules. They were made 
welcome to submit on a continuing basis information in writing to the 
Special Representative's Office.

Those of us who were technical representatives were given very 
courteous treatment and assisted in regard to going to Geneva to 
present information directly to the staff of the Special Representative's 
Office conducting the negotiations in Geneva.

I myself was afforded the privilege of conferring directly with Am 
bassador Blumenthal on one occasion and he was our principal nego 
tiator. I do not criticize the Kennedy-Johnson administration for the 
effort that it made. The reason that that system fell short was that
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access to the negotiators themselves during the course of the negotia 
tions in a continuing way was not afforded. If you were to read the 
testimony of Secretary of Commerce Dent on his confirmation hear 
ings, he explains at some length how industry representatives 
from the textile industry were enabled to be present in Geneva during 
the negotiations of the long-term cotton textile arrangement.

For example, while they are not allowed to be in the camber where 
the negotiations were going forward, the negotiators at the end of the 
day would meet within them and within the limits of propriety explain 
how it had gone that day and what the issues were that had come up 
in the negotiations so that the industry representatives could make 
direct inputs into the good minds of those negotiators during the 
course of their negotiating experience.

That type of communication was not provided in the Kennedy 
round and that is the subject matter of a legislative recommendation in 
my testimony, Mr. Schneebeli.

Mr. SCHNEEBELI. You state that industry was in this position. What 
about labor? Did they have any representatives who were consulted?

Mr. STEWART. It is my recollection that labor representatives were 
also made welcome at the office of the Special Representative. As you 
may recall, the Special Representatives set up a public delegation 
of prestigious persons drawn from labor, from business and from con 
sumer affairs, and this group of prestigious persons was allowed to 
travel to Geneva and to be present at some of the negotiating sessions.

In that way the labor leaders in the delegation to a degree had some 
what more meaningful access within their jurisdiction than the host 
of industry people did. I am not as privy as to what was done for labor 
as for industry, and that is the limit of my knowledge.

Mr. SCHNEEBELI. We have complaints from both sides that they 
didn't have proper representation.

Now, in the matter of legislative oversight do you think that this 
purpose would be served adequately by the committee that would be 
set up through legislation proposed by Chairman Mills and Senator 
Long ? Have you analyzed that proposal ?

_ Mr. STEWART. I have. I regret to say that my answer to your ques 
tion is no, for this reason: When this committee enacts or reports a 
bill which would if enacted delegate power to the President every 
member of the committee participates in that act, some for and some 
against. Legislative oversight is a function of the collective respon 
sibility of that group. While there is some overlap that is a different 
group than would make up this Joint Committee on Foreign Economic 
Policy.

Mr. SCHNEEBELI. But wouldn't that be moving in the direction of 
trying to fill any oversight void, in light of the long time span between 
our consideration of foreign trade matters ?

Mr. STEWART. Doutbless there is that motivation. But I guess one 
of the points I would like to leave with you is that there ought not to 
be a long interval of time between the periods in which you look deeply 
into the manner in which this delegated authority is being used.

Mr. SCHNEEBELI. Eleven years is a long time between acts.
Mr. STEWART. Yes, sir.
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Mr. SCHNEEBELJ. I would like to ask a few more questions but my 
time is up.

Mr. ULLMAN. Mrs. Griffiths.
Mrs. GRIFFITHS. I really enjoyed reading your testimony. I have 

been here a long time now and every President has always sent up 
people to ask you to vote this way and that way, but this is the only 
time but one that the President of the United States has ever asked 
me anything, the present President. Since I more or less agree with 
you that he has all the power he needs in this matter, may I ask what 
you think he is going to get out of this bill ?

Mr. STEW ART. If this bill were to be enacted into law the administra 
tion, without subjecting itself to the discipline which prudence de 
mands, of recapturing and conserving the rights that we have paid for 
in the past-, will, with considerable mental comfort and ease., sit down 
in fresh negotiations and, armed with this awesome power, enter 
into new agreements which promise in the future that which we hoped 
to have achieved in the past. It will represent a shortcut for the admin 
istration to bringing other countries to place their signatures on a 
piece of paper that affirms a code of conduct which on its siirf ace will 
sound plausible and reasonable.

I draw a distinction between the benefits that will flow to the 
administration and those that will flow to the country. I believe that 
if the committee were to report the bill favorably and it were to be 
enacted and that course of events were to flow, that the net result 
to the country would be another disaster similar to that which fol 
lowed the Kennedy round, which would carry in its train the necessity 
for continued devaluation of the dollar.

One of the reasons that foreign nations and bankers and investors 
lack confidence in the United States, in my opinion, is that the United 
States has not communicated as a nation a moral resolve to place value 
on the results of these negotiations and to be hard-headed in protecting 
their interests. Until the day comes that we manifest that intention, 
we will continue to be taken for granted as the kid on the block whose 
candy can be taken by the bullies who live on the block, namely, our 
trading partners.

Mrs. GRIFFITHS. You pointed out the international activity in the 
monetary field and the lack of activity on the part of the Government. 
In truth, if the internationals are really operating in this manner and 
forcing the devaluation of the dollar, is it not really true that they are 
using that power to sell our goods abroad at a lower price and to force 
the sale of foreign nationals' goods in this market at a higher price?

They are moving into a power breach, aren't they, not a vacuum ?
Mr. STEWART. That is true. It is a program, if I may say so, Con- 

gresswoman, stimulated by your question, in which the American 
consumer suffers a substantial dilution in the value of his worldly 
goods, so far as his ability to convert that into the pleasures of travel 
or the purchasing of foreign goods is conceived. It is a program which 
confers upon the consumers of other countries a windfall in being 
able to buy on a more favorable basis consumer goods made in Amer 
ica than the consumers in America can acquire them. It is a manifesta-
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tion of a weakness on the part of the Government that invites continued 
raids upon the strength of the dollar as multinational corporations, 
with 70 percent of $200 billion in short-term reserve 'assets abroad, 
continue to hedge the value of their short-term investments by placing 
those dollars into the countries with the strongest currencies, expect 
ing that there will be a depreciation in the value of the dollar, and 
that subsequently they can buy larger amounts of dollars at the de 
valued price.

We are tolerating a system which has its own form of autointoxica 
tion leading us surely to disaster. It is compounded of the ingredients 
I have tried to put into my statement. We cannot, as the administra 
tion seems to espouse, reasonably expect by granting plenary power 
over all customs formalities by granting new trade concessions to 
other nations to resolve those problems.

Mrs. GRIFFITHS. Thank you very much. My time is up but I would 
like to say also that in the matter of the delegation of the taxing power 
it seems to me that what the President is really asking is not the dele 
gation of the power to tax but not to tax, so that he can give, not country 
by country but company by company, a break.

Thank you very much.
Mr. ULLMAN. Mr. Broyhill.
Mr. BROTHILL. Mr. Stewart, you have received over the years many 

well deserved compliments from the members of the committee. I look 
forward to your testimony. I consider you a true expert on the subject. 
I like to see an expert perform, and I am awfully sorry I missed hear 
ing you yesterday. I believe that if more witnesses could consolidate 
their testimony and get experts, such as you, to testify in their behalf, 
the committee members would get a great deal more from the testi 
mony. Sometimes we have to just read the testimony because we are 
unable to find the time to be here and listen to the oral presentations. 
As you know, the demands on our time are great—due to rollcalls, 
quorum calls, and meetings we simply have to attend—and this un 
fortunately keeps us away all too often.

You do a splendid job, Mr. 'Stewart. I think the people whom you 
represent should be complimented.

Now, I understood you to say that the Kennedy round was a dis 
aster, and that H.E. 6767 would result in disaster. However, did I 
understand you to say additionally that the President could so exer 
cise discipline under this bill that there possibly would not be a dis 
aster, but that you are predicting a disaster anyway? Am I inter 
preting what you say correctly ?

Mr. STEWART. Yes, sir.
Mr. BROYHILL. Thank you.
Mr. ULLMAN. Are there further questions ?
Mr. Conable.
Mr. CONABLE. Mr. Stewart, I find your rhetoric quite intoxicating. 

I am not sure whether you are an expert or an advocate. I think you 
are probably a very fine advocate, sir.

I would like to know a little more about your client, the Trade 
Relations Council of the United States. Could you tell us who that 
is, what comprises it and so forth ?

Mr. STEWART. Thank you, Congressman.
It has, as I said at the outset of my testimony, 42 members. I pre 

sented a list of the members to Congressman Gibbons to be inserted
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in the record. When I requested an appearance on behalf of the client 
at that time I supplied a list of the members of the organization.

Mr. CONABLE. Could you tell us generally what interests they 
represent ?

Mr. STEWART. They are domestic manufacturing corporations, 
some large, that would be found on Fortune's 500, some quite small, 
and some trade associations of domestic manufacturers. They have, 
as their objective, being of service to the Government and all who 
have an interest in the foreign trade policy of the Nation, first by 
providing our annual computer study which was published last Fri 
day for the current year which I am presenting to the staff and will be 
happy to submit with my compliments to any member of this Com 
mittee who has an interest, in which, for the period 1958 up to date 
for every manufacturing industry we present a meaningful array, all 
of the Government data, on employment, output and foreign trade 
so that those who are concerned with formulating foreign trade policy, 
if they wish to, can study the trends of imports and exports as expe 
rienced by our industry under past policy. This is our major activity 
and consumes almost our entire budget.

The second purpose of the organization is currently to make avail 
able my testimony as, to use your term, sir, an informed advocate, to 
attempt to be of further assistance to those who might wish to con 
sider the factual content of our testimony.

Mr. CONABLE. Please don't get me wrong. I am not looking down 
on advocacy. I think that is fine. It requires a good deal of expertise 
to be a good advocate. I am interested in the specifics of some of the 
things you said. For instance, you described things under the Ken 
nedy round that we paid for and never received.

Mr. STEWART. Correct.
Mr. CONABLE. Obviously you are going beyond ASP in this case.
Mr. STEWART. Oh, yes.
Mr. CONABLE. And I take it that you are also going beyond the 

question of the variable duties.
Mr. STEWART. Yes.
Mr. CONABLE. That you feel we paid for and were unable to crack.
Mr. STEWART. Yes.
Mr. CONABLE. Would you care to specify a few more things in this 

area?
Mr. STEWART. Certainly. I will be happy to. I will try to be concise, 

sir.
Japan received the full benefit of all our tariff concessions on indus 

trial products. Japan made reductions in duty on industrial products 
imported into Japan and deprived us of the benefit of those conces 
sions by a variety of measures, the automatic import quota system, 
administrative guidance, the manner in which foreign exchange was 
made available through the Bank of Japan, to the banks that were 
central units in the Saibatsu families who then financed the companies 
who were putative importers.

Mr. CONABLE. You feel the effects of the negotiation were not nailed 
down, is that the point ?

Mr. STEWART. 'No. that is not my point. The point is that when after 
the Kennedy round agreement was signed Japan continued those 
practices, we had the power to withdraw from Japan the enjoyment of 
our concessions until she made available to us authentically the bene-
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fit of the concessions which on paper she granted to us. We did not 
do so.

Do you wish more examples?
Mr. CONABLE. If there are other substantial examples of this sort 

I would be happy to receive a list, because I think it is the sort of thing 
we need to concern ourselves with.

Let me ask you, was this problem because we were beggars rather 
than choosers at that point or were we simply sloppy workmen at the 
negotiating table ? And do you consider us beggars rather than choosers 
now ? We are the ones who have, of course, the problems of imbalance. 
I have the impression that the Europeans have folded their hands on 
their stomachs and said, "We are ready to negotiate when you are, and 
we question whether you will be able to negotiate with us meaning 
fully", and the assumption that they are going to give in to us on many 
items of concern of course is probably a rather faulty assumption at 
this point ?

What is our relative position as we go into any negotiation author 
ized by the Congress ?

Mr. STEW ART. I will answer your questions in the order in which you 
presented them.

Mr. CONABLE. All right.
Mr. STEWART. We are not beggars. We possess the largest treasure 

of importance in this game, the largest, most affluent market in the 
world. It is the object of the intentions of the other nations and if 
we would we could control access to that part meaningfully.

Second, the Kennedy round trade agreement was the result of 
poor workmanship, notwithstanding it was supplied by honorable 
people with good intentions.

Third, and the most important point of all, we have consistently 
refrained from using our rights under that trade agreement and under 
the statutes that I referred to to discipline countries who violated 
our rights and withhold from us the benefit of the concessions that we 
paid for, and in that way we have since the Kennedy agreement al 
lowed the sacrifice of a major portion of the benefit that was incorpo 
rated in the agreement, however inartf ully balanced.

Mr. CONABLE. Isn't it true, though, that the current administration 
has exercised Executive discretion to a much greater degree in such 
areas as dumping and use of countervailing duties, than did the previ 
ous administrations ?

Mr. STEWART. The answer to that question is yes. As a lawyer may I 
explain ?

Mr. CONABLE. Certainly.
Mr. STEWART. Redressing the rights taken back from us that we paid 

for in a trade agreement is not a function of enforcing the antidump 
ing or countervailing duty statutes. They pertain to purging the chan 
nels of our import trade of unfair methods of competition. What our 
Government has allowed to occur, it has refrained from crisp enforce 
ment of our trade agreements rights under the machinery of GAIT 
and by the unilateral authority for actions that you gentlemen and 
your predecessors have provided the President.

Now, Ambassador Eberle in his testimony here stated to you that 
Section 252 had only been used once, although it has been on the books 
since 1962. Your own compendium of materials relevant to these hear-
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ings indicates that section 338 of the Tariff Act of 1950 has never 
been used. In the current report issued by the General Agreement on 
Tariffs and Trade, "Activities in 1972," on page — I don't find the 
page at the moment, but the importance of the publication is that it 
recounts two examples of the United States making a complaint under 
the machinery of GATT against violations of our trading rights. The 
most important one was that after occurrence of exchange rate changes 
in 1971, the devaluation of our currency vis-a-vis the EEC currencies, 
the EEC imposed an import surcharge on imports in the form of com 
pensatory taxes on agricultural imports coming in from the United 
States to take away from those imports the competitive strength that 
the devaluation conferred upon them.

The magnitude of EEC tariffs plus that surcharge exceeded her 
obligations under GATT with the concessions that were granted to 
us and the EEC had no right under GATT to impose the surcharge 
at all because she was not in balance of payments difficulties. She did 
it for parochial competitive reasons. We protested and the denoue 
ment of the matter is this: She removed those surcharges on the most 
competitive of her products and left intact the surcharge on the most 
sensitive products and we withdrew the complaint saying we would be 
patient. We have no right in the circumstances that face us as a na 
tion any longer to manifest that kind of patience.

Mr. CONABLE. My time is up, Mr. Chairman. Thank you.
Mr. ULLMAN. Mr. Stewart, I had about concluded you were an ex 

pert until you could not remember that page number in the GATT 
book.

Mr. Karth will inquire.
Mr. KARTH. Thank you, Mr. Chairman.
I must say with respect to that remark, Mr. Stewart, that you rep 

resent your clients as ably as any man who has ever appeared before 
this committee since I have been here. I don't know what your fee 
is but I think your clients ought to know that at least you have earned 
it, without question.

I want to congratulate you for so very forcefully and so ably present 
ing the viewpoints of your clients. You have done an excellent job.

In regard to the colloquy that you had with Mrs. Griffiths vis-a-vis 
the part the international companies have played in the devalua 
tion of the dollar, you gave a very understandable explanation but did 
you also include in international companies United States multina 
tional companies ?

Mr. STEWART. Oh, yes.
Mr. KARTH. You did ?
Mr. STEWART. Oh, yes. They are principal owners of these short- 

term assets.
Mr. KARTH. Are you sue^estm/r thnt thev are enffaonnw in an activity 

that destroys their very own foundation by virtue of weakening their 
own country economically ?

Mr. STEWART. Yes.
Mr. KARTH. Then what you are pavin.<r, regardless of what kind of 

fancy legal language you are using you are accusing them of dis 
loyalty.

Mr. STEWART. No.
Mr. KARTH. Will you explain that situation to me without accusing 

them of disloyalty ?
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Mr. STEWART. I would like to respond.
Mr. KARTH. Please.
Mr. STEWART. They are operating with legal propriety within the 

framework of the legal system that has been created——
Mr. KARTH. I am not talking about legal propriety. I am talking 

about disloyalty to their country by virtue of weakening it 
economically.

Mr. STEWART. I am not going to be here as a witness attempting to 
express a judgment about the loyalties of anyone. You asked me a 
question as to the result. Were there activities having such and such 
result. And my answer was simply yes. When you ask me if they are 
guilty of disloyalty, I decline to answer because I am not competent to 
make a judgment of that sort about my fellow man.

Mr. KARTH. Thank you.
Let me ask you one other question, Mr. Stewart. Could you give me 

the three major reasons in your judgment why U.S. companies go mul 
tinational ?

Mr. STEWART. Yes. And they are all a product of bur trade agree 
ment program.

Mr. KARTH. Pardon me ?
Mr. STEWART. They are each a product of our trade agreements 

program.
First, the treaty of Rome in 1957 establishing the Common Market 

forecast the formation of a market second only in importance to the 
United States.

Mr. KARTH. So the marketability of product is one reason, is that 
right?

Mr. STEWART. Yes. At that time our corporations, were serving the 
markets of Europe from production in the United States. The nature 
of the Common Market and the external tariff wall, plus, the border 
tax, was such that effective participation in that market, in an honest 
judgment of managers of U.S. corporations, meant that it was prefer 
able for them to have facilities inside the market than outside. That 
was a very important reason.

Second, throughout the sixties and gaining speed, particularly after 
1964, U.S. imports of manufactured products accelerated greatly— 
they accelerated principally from Japan but also from coun 
tries such as Germany. A very substantial part of the investment 
and employment in manufacturing activity in the United States is in 
industries that are comparatively labor intensive. Whether or not that 
that is regarded always as being enlightened, it is a fact. As these 
industries increasingly came under pressure, from Japanese com 
petition in particular, they petitioned their government for relief for 
the adjustment of the tariff and for a long span of time for the enforce 
ment of the Anti-Dumping Act and the results were zero. They are 
businessmen. They have responsibilities to their shareholders. They 
had petitioned their government, the ground rules had been made 
clear. No help from the government. In order for them to remain 
active in the American market and earn a return on the investment 
that they held in trust it was necessary that they compete with the 
Japanese by establishing plants in low wage countries. It became the 
matter of dominoes, with every country scrambling to get established 
in the lowest wage country abroad. That is the second reason.

The third reason is that American businessmen in multinational cor-
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porations are the ablest managers of business enterprise in the world. 
They are patriotic and they attach a proper value to the activity of 
their company in foreign countries and in doing so they show the 
American flag and they add value to the United states in its foreign 
relations.

There were intangible motivations satisfying to capable executives 
to move in this direction. And the elements that I have identified pro 
vided the economic incentive for them to do so. In my opinion, these 
are the three reasons.

Mr. KAETH. The third reason then in one short word is "profit" ?
Mr. STEWART. I draw a distinction between the mere ability to earn 

profits and the prestige connected with being an American presence 
in a foreign country and being successful at it. I think that there is an 
intangible there that is not exactly equal to profits.

Mr. KARTH. Well, I will have you explain that some time to me, but 
my five minutes have run out for the moment.

Thank you very much, Mr. Chairman.
Mr. ULLMAN. Mr. Gibbons.
Mr. GIBBONS. Can you prepare a list of things which you think we 

have forfeited by failing to crisply enforce our rights under the exist 
ing law ?

Mr. STEWART. Yes.
Mr. GIBBONS. Would you insert it at this point in the record for us, 

and send me a copy of it ?
Mr. STEWART. Yes.
Mr. ULLMAN. Excuse me. What was the request, Mr. Gibbons ?
Mr. GIBBONS. The items that we have lost by failure to crisply en 

force our rights under the existing law.
Mr. STEWART. That is a fair question. I will be happy to supply that.
Mr. ULLMAN. Without objection, so ordered.
[The following was received for the record:]

EUGENE L. STEWART, 
Washington, D.C., May 30,1&73. 

Mr. JOHN M. MARTIN, Jr.,
Chief Counsel, Committee on Ways and Means, U.S. House of Representatives, 

Washington, D.G.
DEAR MR. MARTIN : * * * During the colloquy which ensued between members 

of the Committee and myself following the presentation of my direct testimony, 
Congressman Gibbons requested that I submit for incorporation in the record 
a list of the violations of U.S. trade agreement rights, the correction of which 
the United States had forfeited by failing crisply to enforce its rights under exist 
ing statutory and trade agreement provisions.

The preparation of the list is a formidable undertaking which shall occupy 
me beyond the deadline specified in your letter of May 23 for the submission of 
material which is to be incorporated in the printed record of the hearings. I shall 
complete the list and submit it prior to the date on which the record of the Com 
mittee's hearings is closed for purposes of inclusion in the printed hearings. 
Meanwhile, I wish to provide in summary fashion the following overview of illus 
trative and major violations of U.S. trade agreements rights which were not 
corrected by "crisp enforcement" of applicable statutory and trade agreement 
provisions: *

Austria.—Austrian law requires, circumstances permitting, that government 
purchases must be of Austrian products and services. Most grains and cereal 
products are tightly regulated. There are quotas on antibiotics, other medica 
ments, and nonsparkling wines, with quantitative restrictions, practiced through 
discretionary licensing, on items ranging from meats and dairy products to 
grape juice.

1 Overview from The Morgan Guaranty Survey, May 1973.
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Belgium.—Belgium has a "buy Belgian" policy unless price differential ex 
ceeds certain limits (reported to be 10%). Special health and sanitary require 
ments govern imports of pork, beef, and veal; and May through December there 
is a ban on imports of tomatoes and July through January there is a ban on 
imports of grapes. Licenses are required for coal, petroleum products, some tex 
tiles, and chemicals. Discriminatory road taxes are imposed on automobiles. 
Belgium administers import licenses on canned fruits in a way that amounts to 
a quota.

Canada.—Wheat, oats, barley are state traded; controls on them amount to 
a virtual prohibition through nonissuance of licenses. Provinces are reluctant 
to carry U. S. liquor brands in government-operated monopoly stores. Canned 
foods are permitted only if in cans of sizes established by the Canadian Gov 
ernment. Canada imposes quotas on TV programs. A new labeling act will re 
quire bilingual labels, French and English, on garments; U. S. firms say the cost 
of such labeling will work hardships on U. S. products.

Denmark.—There is discrimination favoring domestic procurement accom 
plished by administrative action. On electrical equipment, the state testing or 
ganization requires individual testing in the country prior to certifying im 
ports. Discriminatory taxes are imposed on imported motion pictures.

France.—Administrative practices are not codified, but first preference in gov 
ernment purchases is given to French goods and second preference to EEC sup 
pliers. There are quantitative restrictions on a wide variety of agricultural 
commodities. France has screen and TV program quotas, and an annual use tax 
on cars (TJ. S. cars fall in the highest tax bracket). Discretionary licensing is 
imposed on many items such as petroleum products, textiles, electronic 
components.

West Germany.—Global quotas are imposed on coal briquettes, certain tex 
tiles, and ceramic articles. Distilled spirits which compete with the neutral 
spirits produced by the German Spirits Monopoly are not permitted into the 
country.

Italy.—Export subsidies are bestowed for numerous items ranging from 
electric transmission towers and ski lifts to steel-welded wire mesh and refrig 
erators. Government departments do not, in principle, have any relations with 
foreign firms or suppliers and buy only from firms legally established in Italy. 
A discriminatory tax is imposed on imported cigarettes. The government rebates 
a portion of the admissions tax to theater owners who show Italian or Common 
Market films, a policy that makes Hollywood unhappy.

Japan.—Electronic computers and peripheral equipment must be procured 
from domestic sources when available. Government administrative "guidance" 
is provided to Japanese producers on the domestic content of components used 
in electronic products; those who don't go along run into difficulties getting 
licenses to import foreign components. Complex inspection procedures for new 
model automobiles result in suspension of sale of imports during peak buying 
season. Japan has agricultural quotas 'on fresh oranges, citrus juices, canned 
pineapple, tomato juice, and applies quotas to eleven industrial items ranging 
from computers, turbines, and leather footwear to office machinery, coal, and 
ethyl alcohol. A progressive internal tax on whiskies represents de facto dis 
crimination against high-priced imports.

Netherlands.—A ban on large number of additives, such as artificial colors, 
preservatives, and vitamins, in food and drinks effectively curbs imports. Coal 
and coke are subject to import license.

Norway.—A preference of up to 15% is given to domestic bidders for products 
for public works. Norway has a virtual embargo on dairy products, and rigid 
technical standards for electrical equipment.

Sweden.—Import licenses are required on apples, pears, and said dairy prod 
ucts. Special charges are imposed on imports of meat, most grains, most fats and 
oils, and most animal feeds. Sweden has rigid standards on electrical equipment 
imports.

Switzerland.—There are quota restrictions on meat, some fresh fruits and 
vegetables, and juice and red wine in casks. Quotas are imposed on movies. The 
road tax burdens U.S. autos the most.

United Kingdom.—While no procedures have been published, administrative 
practices give preference in government procurement to U.K., Commonwealth, 
and EEC firms. Timber for British Admiralty must come from British Columbia. 
Quotas are imposed on dollar-area commodities: bananas, rum, cigars, canned 
grapefruit. There are screen-time quotas and TV program quotas.

The European road tax system has been cited for many years as discriminatory 
to U.S. auto exporters. It taxes cars on the basis of horsepower and engine
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displacement. Tax on a two liter Porsche with a showroom cost of $8,000, for 
example, is only a fraction of the tax on a Chevrolet Ohevelle, which sells for 
less than half the price of the Porsche.

From the public record of the Tariff Commission investigation on "Barriers 
to Trade Among Principal Trading Nations" I am submitting a brief, prepared 
by me, which undertakes to measure the dollar value of the shortfall in U.S. 
exports to Japan which resulted from actions taken by that country in violation 
of U.S. trade agreement rights with respect to certain electronic products. This 
brief is submitted not on behalf of the organization named therein, but pursuant 
to my undertaking at the hearings, above mentioned, because of its pertinence to 
Mr. Gibbons' inquiry.

Perhaps the major violation of U.S. trade agreement rights which falls within 
the scope of Mr. Gibbons' request is the refusal by the European Economic 
Community to modify its practice of imposing variable import levies on agricul 
tural products in a manner which denies to U.S. exports of agricultural products 
to the EEC an increase which is commensurate with the growth of consumption 
of such products. Similarly, the imposition by Japan of import quotas on U.S. 
agricultural products is a violation of our trade agreement rights and could 
have been remedied by more vigorous use of the statutory and trade agreement 
rights previously mentioned. Similar restraints have been imposed by EFTA 
countries.

To illustrate the serious impact of these practices on U.S. exports of agricul 
tural commodities, I am submitting for the record four tables. The information 
presented on the tables is self-explanatory. The data show the statistic or rela 
tively declining level of U.S. exports of the controlled agricultural commodities 
in comparison with commodities not subject to such controls.

Finally, I agreed to submit, at the request of Mr. Gibbons, a written response 
to his question as to how the undue diffusion of responsibility for foreign trade 
in the Executive Branch of the Government might be remedied. My response to 
that question is as follows:

We recommend that there be established a Foreign Trade Board within the 
Executive Branch under the chairmanship of the Secretary of Commerce, with 
membership for the Secretaries of Agriculture, Interior, and Labor. These are 
the Cabinet officers directly concerned with domestic matters, and with the 
impact of foreign trade developments on the domestic economy.

Let that Foreign Trade Board articulate and present directly to the President 
a recommendation on foreign trade policies. Then let the Secretary of State and 
the Office of the Special Representative present their own views separately to 
the President. In that way those Cabinet officials with a Constitutional respon 
sibility for every segment of our domestic economy will have a direct channel 
to the President and an authoritative way of being heard. 

Sincerely yours,
EUGENE L. STEW ART.

TABLE I.—U.S. COMMERCIAL AGRICULTURAL EXPORTS TO THE WORLD AND TO THE EEC, 1961 TO 1972

[Million dollars]

1961..... .........
1962..............
1963..............
1964...... .......
1965..............
1966..............
1967..............
1968..............
1969..............
1970......
1971..............
19721...........

Total U.S. ——
commercial 

exports

..... $3,541

..... 3,555

..... 4,064

..... 4,704

..... 4,880

..... 5,528

..... 5,117

..... 5,039

..... 4,917
6,217
6,625

..... 8,338

Percent of total exports U.S. commercial exports to the EEC to the EEC
Variable Nonvariable 

levy levy

$442 
480 
447 
526 
613 
640 
527 
470 
334 
447 
448 
539

$715 
671 
724 
890 
853 
924 
933 
897 
935 

1,112 
1,381 
1,570

Total

$1, 157 
1,151 
,171 
,416 
,476 
,564 
,460 
,367 

1,269 
1,559 
1,829 
2,109

Variable Nonvariable 
levy levy

11.5 
13.5 
11.0 
11.2 
12.8 
11.6 
10.3 
9.3 
6.8 
7.2 
6.8 
6.5

20.2 
18.9 
17.8 
18.9 
17.5 
16.7 
18.2 
17.8 
19.0 
17.9 
20.8 
18.8

1 Preliminary.
Source: U S Department of Agriculture, Economic Research Service, "Foreign Agricultural Trade of the United States," 

March 1973.
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TABLE II.-U.S. AGRICULTURAL EXPORTS TO THE EEC: VALUE OF VARIABLE-LEVY AND NONVARIABLE-LEVY 

COMMODITIES, AVERAGE 1965-67 AND 1968-70, ANNUAL 1970-1972

[In millions of dollars]

Average

1965-67 1968-70
Annual

1970 1971 M972

Variable-levy commodities: -
441 324

Oats........ __ -..-.. __ .........

Rice.....,.............— .............
Other.... ..............................

Nonvariable-levy commodities:

Other....... ........................._.

329
71
28
13
91
18
23
26

599

283
139
125
42
35
18
69
32
26
18

114
901

1,500

273
15
3
4

73
27
12
16

423

338
198
134
49
37
33
33
23
21
19

. 90

975
1, 398

287
21

6
10
78
21
11
20

454

417
228
124

54
42
34
19
33
18
22

114
1,105
1,559

300
20
25
«
60
18

8
17

448

534
272
162

56
51
34
53
33
34
21

130
1,559
1,828

376
13

5
0)
95
17

9
24

539

649
265
169
67
58
52
61
28
54
27

140
1,570
2,109

1 Preliminary.
* Grains, poultry, and pork were subject to variable levies beginning on July 30,1962; rice on Sept. 1,1964; and beef 

and dairy products on Nov. 1,1964.
Hess than $500,000.

< Although canned poultry, tallow, and variety meats are subject to variable levies, these cannot exceed the amount 
of import duties bound in GATT.

5 Mainly corn gluten feed and meal, which are nonvariable-levy commodities, but may contain small quantities of other 
corn products, subject to variable levies.

Source: U.S. Department of Agriculture, Economic Research Service, Foreign Agricultural Trade of the United States 
March 1973; U.S. Department of Commerce, Bureau of the Census, FT 410,1967; U.S. Department of State Airgram A-511, 
May 23, 1972.

TABLE III.—SAMPLING OF MAJOR U.S. AGRICULTURAL EXPORTS TO EFTA, 1967-71 

[Dollars in thousands)

1967 1968 1969 1970

Source: OECD, "Trade by Commodities, Market Summaries: Exports,", annual volumes 1967-71.

1971

Barley ___ . _ .

Tobacco, unmanufactured .. . .......

Total.. .....

Total as a percent of: 
Exports of like commodities to rest of world __ 
Total agricultural exports __ .......

$19, 009
751
402

48, 658
5,495 ..

21, 040
1,066

201, 725
18, 978
81, 204

398, 328

12.4 
7.8

$21, 728
1 444'427

18, 925

11,424
1,291

212,401
23, 219
70, 665

361, 524

11.6 
7.2

$22, 280
2,070

199
13, 661

17, 082
998

220, 957
31, 766
63, 655

372, 668

12.5 
7.6

$24, 477
1,026

355
77, 664

1,858
23, 595

807
182, 173

23, 021
90, 092

425, 068

11.7 
6.8

$22,401
45i>
603

70,815
6,526

24,978
971

158,929
24, 788

118,578

429, 044

11.3 
6.5
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TABLE IV.—TOTAL U.S. AGRICULTURAL EXPORTS TO JAPAN, SELECTED LIBERALIZED, NONLIBERALIZED, AND

STATE TRADED ITEMS, 1967-72

[Dollars in thousands)

N onliberalized items: 
Beef, veal, fresh or frozen

Driedbeans __ __
Peanuts, shelled, green .......
Others.... ...................

Subtotal...................

State traded items: 
Wheat................ .
Tobacco, unmanufactured ......

Subtotal............ ......

Liberalized items:

Soybeans.. . ...............

Corn, except seed.. _ . .

Others.......................

Subtotal...................

Grand total ___ .. ........

As a percent of total :

State traded items... ........

1967

$124
377

1, 150
18

4,632

6,301

140,804
24,466

165,270

21,880
177,396
41,433
91,503

7,143
331,437

.. 670,828

842,399

0.8
19.6
79.6

1698

$293
354
851
137

14, 369

16, 004

123, 579
45, 764

169, 343

29, 760
218, 005

44. 856
144, 634

8,753
301, 547

747, 555

932, 092

1.7
18.2
80.1

1969

$550
630

2,598
260

38, 390

42, 428

119,282
44, 653

163, 945

34, 970
200, 257

54, 945
190, 297
11,316

235, 446

727, 231

933, 604

4.5
17.6
77.9

1970

$1, 383
840

2,718
2,910

15, 203

23,054

157,486
61,348

218, 834

46,771
305, 263

53, 858
234, 569

13,017
318,451

971, 929

1,213,817

1.9
18.0
80.1

1971

$1, 549
1,380
1,823
2,848

25, 753

33, 353

152, 132
20,717

172, 849

36, 249
311,155
51,499

147, 338
14, 786

305, 790

866, 817

1,073,019

3.1
16.1
80.8

1972'

$2, 044
3,317
1,179
5,322

15,009

26,871

162,213
104, 801

267,014

33,426
373, 206
115,203
199, 569

19, 839
394, 024

1,135,267'

1,429,152

1.9
18.7
79.4

i Import quotas on pork and grapefruit were removed in 1972.
Source: U.S. Department of Agriculture, Economic Research Service, "Foreign Agricultural Trade of the United States," 

March 1973, U.S. Department of Commerce, Bureau of Census, FT 410, 1967, U.S. Department of State Airgram. A-511. 
May 23, 1972.



2454

BEFORE THE

UNITED STATES TARIFF COMMISSION 

WASHINGTON, D. C.

INVESTIGATION 332-66, 

BARRIERS TO TRADE AMONG PRINCIPAL TRADING NATIONS

BRIEF ON BEHALF OF THE ELECTRONIC INDUSTRY 
COMMITTEE FOR FAIR INTERNATIONAL TRADE, 
SUITE 801, 25 BROADWAY, NEW YORK, N. Y.

EUGENE L. STEWART, ESQ. 
LINCOLN g STEWART, ESQS. 
1001 Connecticut Avenue 
Washington, D. C. 20036

SPECIAL COUNSEL

MARCH 21, 1972



2455

INDEX

PAGE

INTRODUCTION ——————————————————————————————————————— 1

I. IMPEDIMENTS TO U. S. EXPORTS OF ELECTRONIC
PRODUCTS AND COMPONENTS TO JAPAN ——————————————————— 2

A. IMPORT LICENSING ————————————————————————————— 2

1. Computers ———————————————————————— 10

2. Communications, Broadcast Equipment,
and Navigational Aids ——————————————— 13

3. Transistors and Integrated Circuits ———————— 16

4. Radios and Television Sets ————————————— 22

5. Recapitulation of Shortfall in U. S. Exports 
of Products Subject to Japan's Import 
Licensing System -- ————————— ——————— -- 28

B. ADMINISTRATIVE GUIDANCE ————————————————————— 30

C. RESTRICTIONS ON U. S. INVESTMENT IN JAPAN ———————— 36

D. IMPORT DUTIES AND BORDER TAXES ————————————————— "fl

II. SUBSIDIZATION OF JAPANESE PRODUCTION AND EXPORTS
OF ELECTRONIC PRODUCTS ——————————————————————————— 1+8

CONCLUSION ————————————————————————————————————— 57



2456

BEFORE THE

UNITED STATES TARIFF COMMISSION 

WASHINGTON, D. C.

INVESTIGATION 332-66, 

BARRIERS TO TRADE AMONG PRINCIPAL TRADING NATIONS

BRIEF ON BEHALF OF THE ELECTRONIC INDUSTRY 
COMMITTEE FOR FAIR INTERNATIONAL TRADE, 
SUITE 801, 25 BROADWAY, NEW YORK, N. Y.

INTRODUCTION

This brief submits data concerning procedures, regulations, 

and practices of the Government of Japan which in recent years have 

significantly impeded or distorted the normal flow of United States 

exports and imports of electronic products and components, with an 

assessment of the impact on United States trade of such measures.
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I. IMPEDIMENTS TO U. S. EXPORTS OF ELECTRONIC 
PRODUCTS AND COMPONENTS TO JAPAN

A. IMPORT LICENSING

Japan has maintained a system of import licensing controls 

in violation of GATT. 1 These controls include (1) the Import Quota (IQ) 

system; (2) the Automatic Import Quota (AIQ) system; and the Automatic 

Approval (AA) system.

Under the IQ, an importer must obtain an import quota alloca 

tion certificate from the Ministry of International Trade and Industry 

(MITI). If the certificate is issued, an application for an import 

license must then be presented to an authorized foreign exchange bank. 

The AIQ operates in the same manner except that the import quota alloca 

tion certificate is automatically issued; MITI retains the right to 

restrict imports by not approving the import quota application. This 

system makes it possible for MITI to monitor the trend of imports of 

items on the AIQ list. Under the AA system, the importer must obtain 

a license or import authorization from a foreign exchange bank. 2

In 1963, the International Monetary Fund made a finding 

that Japan was not entitled to maintain import restrictions for balance 

of payments reasons. Japan thereupon, in February 1963, notified the

1 "Bilateral Efforts To Obtain Trade Liberalization, Japan," Enclosure 
No. 2 to Foreign Service Despatch A-239, American Embassy, Tokyo, repro 
duced in Hearings on Tariff and Trade Proposals Before the House Comm. on 
Ways and Means, 91st Cong., 2d Sess., pt. 1, pp. 238 et seq. (May 11, 1970).

2 Ibid. ; United Nations Conference on Trade and Development, Trade and 
Development Board, Comm. on Manufactures, "Liberalization of Tariff and 
Nontariff Barriers (Pt. II), Report by the UNCTAD Secretariat, 29 Oct. 1969, 
p. 96; United States-Japan Trade Council, U. S.-Japan Bilateral Nontariff 
Barriers, Part II: Japanese Barriers, Fact Sheet No. 6 (July 29, 1971).
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GATT that it was relinquishing its right to impose restrictions under 

Article XII of GATT. Japan "liberalized" a number of items .from 

quantitative limitations through April 1964, but little action was 

taken thereafter, until 1968. 3

In the following table there are identified those cate 

gories of electronic products and components which were subject to 

quantitative import restrictions applied by Japan contrary to the 

provisions of GATT and not covered by waivers, during the years 1966 

through 1971.

3 United States-Japan Trade Council, U. S.-Japan Bilateral Nontariff 
Barriers, Part II: Japanese Barriers, Fact Sheet No. 6 (July 29, 1971).
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All commercial imports into Japan are subject to licensing 

or a verification process. Licenses for products which have been 

"liberalized" from the IQ and AIQ licensing systems must nevertheless 

be secured under the Automatic Approval system from the foreign exchange 

bank which is to supply funds to the importer. The requirement for 

prior approval makes it possible for the Japanese Government to inter 

vene. Even where, under the Automatic Approval system, the license 

is issued by a foreign exchange bank, copies of the licenses may be 

furnished to the Government of Japan and thus afford it an opportunity 

to contact importers and end users to influence them to use domestic 

products. "*

A U. S. electronic component manufacturer has had the 

specific experience of MITI openly attempting to persuade a potential 

Japanese purchaser of the U. S.-produced product to purchase that 

product from a Japanese source instead of the U. S. source. MITI 

is informed in advance of the intended purchase by the application 

of the potential purchaser for an import license. The Japanese licensing 

system operates not only as a means to impose quantitative limitations 

on the amount of goods that can be exported to Japan, but more importantly, 

operates as a system under which the Japanese Government is given

^ Office of the Special Representative for Trade Negotiations, 
"Progress in the Elimination of Foreign Nontariff Barriers," reproduced 
in Hearings on Foreign Trade and Tariff Proposals Before the House 
Comm. on Ways and Means, 90th Cong., 2d Sess., pt. 2, pp. 609 et seq., 
at p. 640 (June 1968); U. S. Dep't of Commerce, "Inventory of Nontariff 
Barriers on Trade in Non-Agricultural Products," reproduced in Hearings 
on Foreign Trade Before the Subcomm. on International Trade, Senate 
Comm. on Finance, 92d Cong., 1st Sess., pt. 1, p. 221, at 227, 271 
(May 1971); United States-Japan Trade Council, U. S.-Japan Bilateral 
Nontariff Barriers, Part II: Japanese Barriers, Fact Sheet No. 6 
(July 29, 1971).
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prior notice and an opportunity, which it fully exercises, to apply 

government pressure against the potential purchaser in order to dis 

courage the purchase of U. S. electronic products. 5

On February 9, 1972, the Governments of Japan and the United 

States declared their intention "to utilize every opportunity in the 

GATT for the settlement of trade problems," and to support "multilateral 

and comprehensive negotiations in the framework of GATT beginning in 

1973." Simultaneously there was released to the press an announcement 

by the Government of Japan concerning nontariff barriers to trade on 

industrial products. The announcement indicated without specific cita 

tion to the pertinent item numbers in the Japanese tariff that import 

quotas on radar, radio navigational aid and radio remote control apparatus 

for aircraft, and computer peripheral equipment except memory and 

terminal devices had been eliminated by the Government of Japan as 

of February 1, 1972. 6

The announcement also indicated that the import quotas 

applicable to computers, computer peripheral equipment (including memory 

and terminal devices), and computer parts had not been eliminated; 

rather, the United States is to send a technical team to Japan in the 

spring of 1972 to discuss the possible timetable for the elimination 

of Japanese quantitative import restrictions. The announcement further

5 Confidential source, Information A.
6 "Joint Statement on International Economic Relations," Feb. 9, 1972, 

and attached memorandum released to the press Feb. 11, 1972, by the 
U. S. Dep't of Treasury press office; U. S. Dep't of Commerce, Cormerce 
Today, March 6, 1972, p. 47.
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indicated that all products theretofore subject to the AIQ licensing 

system would be transferred to the AA system effective February 1, 

1972.

A broad range of Japanese products are subject to quantita 

tive restrictions by European countries. These include food products, 

dyestuffs, rubber goods, textiles, footwear, metals, metal products, 

machinery, and electronic products including radios, televisions, 

electron tubes, and semiconductors. 7 These restrictions are regarded 

as a major cause of the concentration on the U. S. market by Japanese 

exporters." Japan, on its part, maintained quantitative restrictions 

on imports both to protect its domestic industries and to give it 

bargaining power for the removal of other countries' restrictions 

against Japanese products. 9

Japan resisted liberalization of her import quotas. When 

American companies tried to jump over the wide array of barriers main 

tained by the Japanese Government for the protection of its domestic 

industry in order to exploit the efficiency of Japanese industry and 

labor, the Japanese Government countered by refusing to allow signifi 

cant foreign investment. 10

7 United States-Japan Trade Council, U. S.-Japan Economic Relations, 
European Restrictions on Japanese Exports, Fact Sheet No. 10 (Oct. 28, 
1971).

8 Harald B. Malmgren, INTERNATIONAL ECONOMIC PEACEKEEPING IN PHASE II, 
The Atlantic Council of the United States, 1972, p. 30.

9 William B. Kelly, Jr., "Nontariff Barriers," The Johns Hopkins
Press, Baltimore, Maryland, 1967, reproduced in Hearings on Foreign
Trade and Tariff Proposals, op. ait., pt. 1, pp. 313, 325.

10 Malmgren, op. ait., pp. 17, 18.
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The years of high protection and tight control of foreign 

activities in Japan contributed to the rapid growth of the Japanese 

economy and her strong international trading position. Under these 

circumstances, the Japanese have been extremely slow to liberalize 

trade or investment access to their economy. 11

When the inequitable operation of the international trading 

situation vis-a-vis the United States reached crisis proportions, the 

major European industrial organizations met with Japanese business 

leaders in the fall of 1971 to secure agreement on limitations of 

Japanese exports to Europe. 12 The antitrust laws of the United States 

prevented similar action by U. S. industries, including the electronic 

industries. Whereas progress in Japanese-American trade relations 

depends to a significant degree on solving the problem of improving 

Japanese access to other markets of the world, Japanese and European 

business interests have moved in the opposite direction by perfecting 

Japanese restraints on exports to Europe, thus magnifying the U. S. 

dilemma. 13

The use of import quotas and the automatic import quota 

licensing system by Japan to control imports of electronic products 

from the United States are not the only means by which Japan has pro 

tected its market from U. S. electronic products while promoting the 

rapid penetration of the United States market for Japanese electronic

11 Haraid B. Malmgren, INTERNATIONAL ECONOMIC PEACEKEEPING in PHASE II, 
The Atlantic Council of the United States, 1972, p. 31.

12 Ibid., p. 90.
13 Ib-id., p. 238.
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products. Before taking up these other measures, however, an assessment 

will be made of the impact of Japan's quantitative restrictions on 

U. S. export trade in electronic products.

1. COMPUTERS

The quantitative restrictions on imports of computers indi 

cated in Table 1 were part of the protection from foreign competition 

and the subsidization of production supplied by the Government of Japan 

in its aggressive promotion of the Japanese computer industry. In 

Table 2, data are presented indicative of the impact on United States 

trade of such measures.

In a highly industrialized economy such as characterizes 

both the United States and Japan, the "consumption" (that is, sale) 

of computers for use in the domestic economy has a stable relationship 

to the gross national product of the country. Table 2 indicates that 

for the United States, this ratio has ranged from 0.38% to 0.52% during 

the period 1966 through 1971, gradually increasing from the beginning 

to the end of the period. In the case of Japan, this ratio has ranged 

from 0.22% to 0.36%, 1966 through 1970. The restrictions imposed by 

the Government of Japan on imports of computers has depressed the con 

sumption of computers below a level which would be normal for the Japanese 

industrial economy at its level of gross national product.

One method of determining the amount of "shortfall" in U. S. 

exports of computers to Japan is to measure the difference between the 

potential consumption of computers at the normal relationship of computer
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sales to GNP (established by U. S. data) to the actual consumption 

(sales) of computers for use in Japan. Table 2 indicates that this 

"shortfall" in Japanese consumption ranged from $168 million in 1966 

to $264 million in 1970, with some irregular fluctuation during the 

intervening years. Thus, the impact on U. S. exports of computers 

to Japan was equivalent to that "shortfall" in Japanese consumption.



2467

COMPUTERS (SITC 71't.2) 
(in billions of dollars)

isee ises 1S70
I. JAPAN

Gross National Product (GNP)

Shipments of computers 4 related equipment5

Exports of computers by Japan 
of which, to U. S.

Imports of computers by Japan. 
of which, from U. S.

Consumption of computers 1n Japan 
Ratio, consumption to GNP 
Ratio, imports to consumption

$105.2

$0.182

0.017 
O.OOS

0.074 
0.039

0.239 
0.221 

32.01

$123.6

$0.295

0.028 
O.OOS

0.047 
0.022

0.314 
0.25J 

1S.O%

$146.4

$0.455

0.052 
0.021

0.049 
0.021

0.452 
0.31% 

10.8%

$174.2

$0.544

0.113 
0.049

0.052 
0.022

0.483 
0.281 

10. 8%

$203.0

$0.862
0.207 1 
O.OS2 1

0.067 
0.037

0.722 
0.36% 
9.3%

$221.4!

$0.942*
0.226e 
n.a.
0.073s 
n.a.

0.7896
n.a. 
n.a.

II. UNITED STATES

Gross National Product (GNP)

Shipments of computers & related equipment

$749.9 $793.9 $864.2 $929.1 $974.1 $1,046.8

$3.7 $5.2 $5.7'

Exports of computers by U. S. 
of which, to Japan

Imports of computers by U. S. 
of which, from Japan

Consumption of computers in U. S. 
Ratio, consumption to GNP 
Ratio, imports to consumption

0.272
0.031

0.073
o.oos
2.80 
0.381 
2.6%

0.377 
0.048

0.089 
0.007

3.11 
0.3SI 
2.9%

0.493 
0.064

0.131 
0.044

3.34
0.39% 
5.3%

0.405 
0.052

0.101 
0.01S

4.40 
0.47* 
2.3%

0.570 
0.092

0.183 
0.092

4.81
0.49% 
3.8%

0.463* 
0.058"

0.188" 
0.110*
5.43" 
0.52J 
3.51*

III.. SHORTFALL IN JAPANESE CONSUMPTION OF 
COMPUTERS REPRESENTING LOSS OF U. S. 
EXPORTS BASED ON USE OF U. S. RATIO 
OF CONSUMPTION TO GNP $0.168 SO.173 $0.117 $0.331 $0.26i»

1 Average of annual rate for first 3 quarters.
2 Annual rate of first 6 months.
3 Estimate based on U. S. Department of Commerce projection of market growth in 1971.
" Annual rate of first 11 months.
5 For Japan: value of production = value of shipments.

SOURCE: GUP - U. S.: U. S. Dept. of Commerce, Survey of Current Business, February 1972; Statistical 
Abstract, 1970. Japan: Japan Economic Journal, February 15, 1972, economic indicators converted from 
yen to dollars at the average annual foreign exchange rates published in the Federal Reserve Bulletin, 
January 1970, February 1972.

Shipments of computers and related equipment: U. S., Marketing Services Department, Electronic 
Industries Association, Electronic Market Data Book 1S?1, Table 35 (1971 estimated per footnote 3). 
Japan, Department of State Airgrams, American Embassy, Tokyo: A-940, November 11, 1971; A-324, April 23, 
1971; A-482, May 15. 1970; unnumbered. May 2, 1968, and June 23, 1967; U. S. Oept. of Commerce, BDSA, 
"Japanese Communications and Electronics Production, 1966-1968" (December 1969), "Japanese Electronic 
Production, 1965-1967" (7/16/68).

exports and imports by Japan and the U. S. tSITC 714.2): 1966-1969, Vorld Trade Annual, prepared 
by the Statistical Office of the United Nations; 1970, UN, Commodity Trade Statistics (1970)' 1971 U ' S 
U. S. Dept. of Commerce, FT 410-71-11 and FT 135-71-11.

16-006 O- 73 - pt. 7 - 31
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2. COMMUNICATIONS, BROADCAST EQUIPMENT, 
AND NAVIGATIONAL AIDS

The second major category of electronic products subject 

to the quantitative restriction licensing system of the Japanese 

includes telephone switchboard and exchange electronic systems, radar 

apparatus, radio navigational aid and radio remote control apparatus, 

radiotelegraphic and radiotelephonic transmission and reception apparatus, 

radio-broadcasting and television transmission apparatus and television 

cameras, and parts for those classes of articles. These product cate 

gories are embraced within the major product description "communications, 

broadcast equipment, and navigational aids."

Both Japan and the United States have highly developed 

industries producing these products. Unlike computers which are of 

recent origin, and came into use in Japan in a major way only in the 

1960's, communications, broadcast equipment, and navigational aids were 

well-established products in the Japanese market during the period of 

the 1960's. Accordingly, an analysis of the impact on United States 

trade of the quantitative restriction licensing system imposed by Japan 

on U. S. exports of such products can be carried out on the basis of 

a comparison of the share of consumption within Japan and within the 

United States accounted for by imports from the other country. The 

pertinent data are presented in Table 3.

These data establish that Japan has severely restricted U. S. 

exports of these products, limiting the U. S. share of the Japanese 

market from a range of 1.35! in 1966 to 4.1% in 1970. The United States,
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on the other nand, has allowed Japan to export such products freely 

to the United States market, where the share of U. S. consumption 

accounted for by the Japanese product ranged from 5.0% in 1966 to 

10.5% in 1971.

An equitable measurement of the "shortfall" in U. S. 

exports of these products to Japan would be the actual deficit in 

U. S. trade with Japan in such products. If the Japanese had allowed 

the United States to export an equivalent value of these products 

to that which the Japanese were allowed to export to the United States, 

U. S. exports to Japan would have been increased by amounts ranging 

from $57 million in 1966 to $123 million in 1971.

The pertinent data are presented in Table 3.
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TABLE 3

COMMUNICATIONS, BROADCAST EQUIPMENT. AMD NAVIGATIONAL AIDS C5ITC 72"t.9) 
(in billions of dollars)

isee iss?
I. JAPAN

Shipments of communications, broadcast 
equipment, and navigational aids 1

Exports by Japan 
of which, to u. S.

Imports by Japan 
of which, from U. S.

Consumption in Japan 
Ratio, imports to consumption 
Ratio, V. S. imports to consumption

II. UNITED STATES

Shipments of communications, broadcast 
equipment,' and navigational aids

Exports by U. S. 
of which, to Japan

Imports by U. S. 
of which, from Japan

Consumption in U. S. 
Ratio, total imports to consumption 
Ratio, Japanese imports to consumption

$0.672

0.155 
0.079

0.013 
0.007

0.530 
2.5* 
1.3%

$1.57

0.329
0.014

0.179 
0.071

1.42
22.61 
5.01

$0.704

0.140 
0.064

0.029 
0.020

0.593 
4.91 
3.4%

$1.63

0.425 
0.021

0.168 
0.017

1.37 
22. 3» 
4.2%

$0.869

0.189 
0.076

0.034 
0.028

0.714 
4.1% 
3.9%

$1.68

0.472 
0.024

0.214 
0.073

1.42
25.21 
5.2J

$1.05

0.261 
0.206

0.032 
0.022

0.821 
3.9% 
2.7%

$1.78

0.535 
0.025

0.296 
0.225

1.54 
2S.2J 
8. 21

$1.30
0.297 3 
0.11S 3
0.052 3 
0.043*

1.06 
4.9% 
4.1%

$1.60

0.583 
0.032

0.309 
0.222

1.33 
23.2! 
9.2%

$1.52 2

$1.71''

0.573s 
0.0385

0.401 s 
0.262 s

1.54 
26. 0% 
10.5%

U. S. EXPORTS TO JAPAN IF U. S. SHARE OF 
JAPANESE CONSUMPTION HERE EQUIVALENT TO 
JAPANESE SHARE OF U. S. CONSUMPTION

SHORTFALL IN U. S. EXPORTS TO JAPAN VS. 
JAPAN'S EXPORTS TO U. S. (i.e., U. S. 
trade deficit with Japan on these products)

$0.027 $0.025 $0.036 $0.067 $0.098

0.057 0.036 0.049 0.100 0.091 $0.123

1 For Japan: value of production = value of shipments.
2 Annual rate of first 6 months.
3 Average of annual rate for first 3 quarters.
H Estimate based on U. S. Department of Commerce projection of market growth in 1971.
5 Annual rate of first 11 months.

SOURCE:
Shipments of communications, broadcast equipment, and navigational aids - U. S., Marketing Services 
Department, Electronic Industries Association, Electronic Market Data Book 1971, Table 35 (1971 estimated 
per footnote 4). Japan: Department of State Airgrams, American Embassy, Tokyo, A-940, November 11, 
1971; A-324, April 23, 1971; A-482, May 15, 1970; unnumbered. May 2, 1968, and June 23, 1967; U. S. 
Department of Conmerce, BDSA, "Japanese Communications and Electronics Production, 1966-1968" (Decenfcer 
1969), "Japanese Electronic Production, 1965-1967" (7/16/68).

Exports and imports by Japan and the U. S. (SITC 724.9): 1966-1969, World Trade Annual, prepared by 
the Statistical Office of the United Nations; 1970, UN, Commodity Trade Statistics (1970); 1971, U. S., 
U. S. Department of Conmerce, FT 410-71-11 and FT 135-71-11.
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S. TRANSISTORS AND INTEGRATED CIRCUITS

The third major category of electronic products charac 

terized by dynamic growth which was made subject to the quantitative 

restriction licensing system of the Japanese includes mounted transistors 

and integrated circuits.

The technology of semiconductors, and particularly that 

of transistors and integrated circuits, was developed in the United 

States. Transistors became a commercial reality in the early 1960's, 

and by 1966 the Japanese had a significant production capability for 

transistors.

Integrated circuit technology was developed in the United 

States primarily in the second half of the 1960's. The Japanese lagged 

far behind the Americans in integrated circuit technology. The Japanese 

tactic was to maintain tight quantitative limitations on the importation 

of integrated circuits.

American producers, restricted in their access to the 

Japanese market through exports, denied thereby the opportunity fully 

to develop the rapidly expanding use of integrated circuits which 

characterized the market in the United States, sought to cope with 

the situation by seeking to make capital investment in Japan. One 

U. S. manufacturer entered into a joint venture with a Japanese elec 

tronics firm. This was conditioned upon the licensing of the American 

technology to all Japanese integrated circuit manufacturers. An agree 

ment exacted by MITI as a condition to a 50/50 investment in the joint
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venture called for a disclosure of the U. S. firm's patents, a restric 

tion on the volume of its output, as well as the 50/50 interest of the 

Japanese firm. 11*

A second U. S. manufacturer of integrated circuits chose 

to make its entry into Japan by establishing a branch in that country. 15 

A third U. S. manufacturer of integrated circuits established manufac 

turing operations in Okinawa. 16 The impending reversion of Okinawa to 

Japan may offer the prospect that integrated circuits manufactured in 

Okinawa will be regarded as products of Japan not subject to the limita 

tions imposed by Japan on imported integrated circuits.

An analysis of data pertinent to Japanese shipments and 

foreign trade in integrated circuits and transistors discloses the 

following facts:

a. Japanese production of transistors was well established

by 1966 and increased steadily throughout the period 1966-1971; 

Japan has closely controlled imports of transistors to such 

an extent that Imports from the U. S. have never accounted 

for as much as 6% of apparent Japanese consumption, and import 

penetration has dropped sharply since 1969. 

b. Shipments of transistors by U. S. producers declined from 

$476 million in 1966 to $343 million in 1971, a 28% drop,

111 The Japan Economic Journal, Tuesday, January 4, 1972, pp. 2, 11;
U. S. Dept. of State Airgram A-1593, American Embassy, Tokyo, June 13,
1968, p. 4.

15 The Japan Economic Journal, Tuesday, January 4, 1972, p. 11; U. S.
Dept. of State Airgram A-1593, American Embassy, Tokyo, June 13, 1968, 
p. 3.

16 Ibid.



2473

18

while consumption of transistors in Japan increased from 

$92 million to $302 million, 1966-1971, an increase of 228%. 

The increase in Japan's consumption of transistors during 

this period amounted to $210 million. During this period, 

Japan limited U. S. exports of transistors to less than 

$20 million in the peak year, and to $6 million or less 

during four of the six years.

Had Japan not restricted U. S. exports of transistors to 

that country, the U. S. could have maintained its total 

shipments at a stable level, increased its exports to Japan 

by $133 million, leaving room for a growth in Japan's own 

shipments to nearly double during the period (from $99 million 

in 1966 to $173 million in 1971).

c. Japanese production of integrated circuits barely commenced 

in 1966, but thereafter increased virtually in a geometric 

progression through 1971. Japan has carefully controlled 

the volume of imports of integrated circuits notwithstanding 

her deficiency in this vital component of the latest genera 

tion of electronic products, limiting the imports' share 

of Japanese consumption to approximately 25% during the 

years 1968 through 1971.

d. Because the integrated circuit industry is new and still 

in a technologically dynamic state, shipments in the United 

States and Japan have increased dramatically. The U. S.
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industry, which developed the technology, was well established 

by 1966, though it continued to expand the quantity and 

increase the quality of its production steadily during the 

period. It was in a position to supply Japanese requirements 

for integrated circuits at prices more favorable than those 

which are applicable to Japan's own production. Even allowing 

for a reasonable development of the Japanese industry, U. S. 

exports to Japan could have been increased by $100 million 

by 1971 without stifling the growth of Japan's industry. 

Total U. S. exports to Japan in the preceding years would 

have exceeded actual exports, with the total export potential 

in each year varying in accordance with the absolute changes 

in total consumption in the Japanese market. In this instance, 

Japan's restrictive policies have been harmful to the legitimate 

interest of its integrated circuit-user industries, and have 

deprived the U. S. of its rightful access to the Japanese 

market based upon the comparative advantage which U. S. tech 

nology has given it in the field of integrated circuits, 

e. The cost and price advantages of the U. S. transistor and

integrated circuit industries vis-a-vis their Japanese counter 

parts are shown by the minuscule level of imports from Japan, 

notwithstanding that the American market is free of quantitative 

restraint and subject to duties whose effective level is only 

one-third that of the duties imposed by Japan, to say nothing 

of Japan's quantitative restraints on U. S. exports. 

The data supporting this analysis are presented in the following Table 4.
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4. RADIOS AND TELEVISION SETS

The fourth major category of electronic products where 

the export potential of the United States has been blunted by the 

licensing system imposed by the Government of Japan on imports of 

such products includes radios and television sets.

The technology for both black-and-white and color television 

was developed in the United States, and the Japanese electronic industry 

was assisted in becoming established in these products through the 

licensing by U. S. firms of the requisite technology. The Japanese 

Government has consistently subjected imports of television sets from 

the United States to licensing procedures which permit the Government 

of Japan to discourage potential importers from "buying American."

During the late 1950's, the United States attempted unsuc 

cessfully through bilateral discussions with Japan to secure the removal 

of restrictions on imports of television sets. 17 The data in Table 1 

disclose that radios and television receivers have been subject to the 

AIQ licensing system throughout the period 1966 through 1971, the period 

in which the consumption of color television sets reached its most 

dynamic stage.

The U. S. television set manufacturing industry has made 

a serious effort to secure the distribution of color television sets, 

especially in the larger tube sizes, in Japan. Negotiations with one

17 Hearings on Foreign Trade and Tariff Proposals Before the House 
Comm. on Ways and Means, 90th Cong., 2d Sess., pt. 2, p. 640 (June 
1968).
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of the "Big Four" Japanese trading companies resulted in the disclosure 

of U. S. costs to the Japanese firm, and visits by representatives 

of the firm to U. S. factories. The negotiations proved fruitless. 18 

Soon after these negotiations, Japanese television set manufacturers 

announced plans for the production of the large screen color television 

sets in factories to be established by them both in the United States 

and in Canada. 19

By these actions, the Japanese color television industry 

has signaled its awareness that on a strict production cost-accounting 

basis which takes into consideration the full range of direct and 

indirect costs fairly attributable to the production of color television 

sets, the Japanese industry is not competitive with the U. S. industry. 

Accordingly, with the complete freedom which U. S. policy accords to 

their foreign investment, the Japanese manufacturers are planning to 

penetrate the United States market through investment in productive 

facilities in the United States. Meanwhile, however, the Government 

of Japan maintains tight control over imports of color television sets 

from the United States into Japan through the administrative guidance 

which is facilitated by the retention of the AA licensing system, even 

as administered by the banks in Japan.

The Japanese have acknowledged that the United States retains 

an important technological edge in color television sets in the form 

of U. S. patents held by a domestic manufacturer on the black matrix

18 Confidential source, Information B.
19 The Japan Economic Journal, January 11, 1972, p. 9; January 18, 

1972, p. 9.
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formula for color television picture tubes. Because patent rights were 

not established in Japan on the black matrix formula tube, the Japanese 

as a matter of policy are copying this advanced technology for use 

in sets produced for sale in Japan. 20 They propose to exploit the 

advantages of this U. S. technology in the Japanese market by holding 

exports of U. S.-manufactured color television sets at bay through 

"administrative guidance" carried out within the so-called Automatic 

Approval (AA) licensing system.

As for radios, it is a commonplace fact that the Japanese 

have exploited their production cost advantages in the portable transis 

torized radios so as to dominate that market. Certain prestige brand 

U. S. firms, however, retain a significant capability for the production 

of quality high-fidelity stereo-radio receivers and components of 

high-fidelity systems. A U. S. firm has been negotiating with another 

of the Japanese "Big Four" trading companies in an effort to secure 

distribution of its high-fidelity stereo-radio receivers in the Japanese 

market. These efforts have thus far been unsuccessful. 21

The systematic exclusion of U. S. and other foreign-made 

radio and television sets from the Japanese market is evidenced by the 

foreign trade statistics of Japan. At their peak, total exports of 

radios and televisions from the entire world to Japan have not exceeded 

$2 million in any of the past 6 years, while exports from the United 

States have remained below the level of $100,000 in a market where home 

consumption of such products in Japan exceeds $2 billion in value.

20 The Japan Economic Journal, March 7, 1972, p. 9.
21 Confidential source, Information C.
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During the past 6 years, the United States had a definite 

capability to export color television sets and quality high-fidelity 

stereo-radio receivers to the Japanese market. If the Japanese had 

not systematically excluded exports from other countries, including 

the United States, the U. S. industry could have achieved a market 

penetration in Japan comparable to the share of consumption enjoyed 

by the Japanese industry under the "open door" nonrestrictive trade 

policies of the United States Government.

Especially today, with the correctives applied to the 

disequilibrium in foreign exchange relations, the United States consumer 

electronic products industry has the capacity to achieve a substantial 

volume of export sales to Japan were the Government of Japan actually 

to permit such trade to take place. U. S. products exported to Japan 

should realize the 20% "swing" in competitive relationships which 

the currency realignment was designed to achieve in United States- 

Japanese trade relations. 22

An analysis of total shipments of radios and televisions 

in Japan and in the United States, and of the foreign trade of the two 

nations in these products, discloses that if the Japanese Government 

were to allow equitable participation in the Japanese market, equivalent 

to the share of domestic consumption accorded to Japanese products by 

the United States Government, the United States could be expected to 

enjoy an increase in exports of radios and televisions to Japan equiva 

lent to approximately $400 million at the 1971 level of trade and

22 The Japan Economic Journal, January 4, 1972, p. 4 (Supplement).
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consumption. The consequence of Japan's restrictive policies in 

regard to imports of radio and television sets from the United States 

has been a "shortfall" in U. S. exports to Japan ranging from 

$42 million in 1966 to $397 million in 1971.

The data supporting this analysis are presented in the 

following Table 5.
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TABLE 5

RADIO AND TELEVISION RECEIVING SETS CS1TC 72*1.1 AND 72*1.2) 
(in millions of dollars)

I. UNITED STATES

Shipments of radio and television 
receiving sets $3,230 J3.162 $3,378 $3,323 $2,853 $2,693

Exports by U. S.
of which, to Japan

Imports by U. S.
of which, from Japan

Consumption in U. S.
Ratio, total imports to consumption
Ratio, Japanese imports to consumption

52.4
0.3

307.6
242.0

3,486
s.et
6.8%

50.0
0.2

368.4
303.1

3,480
10. 61
8.71

62.5
0.3

525.5
403.5

3,841
13.7%
10.5%

83.4
0.4

710.1
533.7

3,950
18.0%
13.5%

77.8
0.2

794.7
£93.2

3,570
22.31
IS. 3%

99. 7 1
O.I'

875.4
615.9

3,468
25.21
17. 8%

II. JAPAN

Shipments of radio and television 
receiving sets 6

Exports by Japan 
of which, to U. S.

Imports by Japan 
of which, from U. S.

Consumption in Japan
Ratio, total imports to consumption
Ratio, V. S. imports to consumption

$1,031

424.7 
248. S

0.3 
0.1

$1,381 $1,843 

498.3

0.3

884

687.8
438.4

0.2

1,155

$2,749

933.3 
60S.S

0.9

1,817

$3,157 $3,385 2

1.039.7 3 
S53.6 1

1.8

2,119

1,156.I* 
72S.S5

2,231

SHORTFALL IN U. S. EXPORTS TO JAPAN 
BASED ON JAPANESE RESTRICTIONS WHICH 
HAVE PREVENTED U. S. EXPORTS FROM 
ACHIEVING A MARKET PENETRATION 
COMPARABLE TO THAT WHICH THE U. S. 
HAS ALLOWED JAPANESE EXPORTS IN 
THE U. S. MARKET 121.3 $ 2"t5.3 $ .<< $ 397.1

1 Annual rate of first 11 months.
2 Estimated based on % change in production of TV sets, adjusted for decline in wholesale price index, as 

published in the Japan Economic Journal, February 15, 1972, p. 23.
3 Annual rate of first 3 quarters.
11 Estimate based on ratio of exports to U. S. to total exports in 1970 applied to data for exports to U. S. 

in 1971.
5 Annual rate of first 6 months.
6 For Japan: value of production = value of shipments.

Shipments of radio and television receiving seta: U. S. - Marketing Services Department, Electronic 
Industries Association, Electronic Market Data Book 1971, Table 2, for 1966-1970; for 1971, Marketing 
Services Department, Electronic Industries Association. Japan - Department of State Airgrams, American 
Embassy. Tokyo. A-940, November 11, 1971; A-324, April 2371971; A-482, May 15, 1970; unnumbered, May 2, 
1968, and June 23, 1967; U. S. Dept. of Comnerce, BDSA, "Japanese Communications and Electronics Production. 
1966-1968" (December 1969), "Japanese Electronic Production, 1965-1967" (7/16/68).

Exports and imports by Japan and the U. S. (STTC ?S4.1 and 724.il: 1966-1969, Vorld Trade Annual, prepared 
by the Statistical Office of the United Nations; 1970, UN, Conmodity Trade Statistics (1970). 1971, U. S.: 
U. S. Dept. of Comnerce, FT 410-71-11 and IM 146. 1971, Japan: "Japan Exports and Imports, Commodity by 
Country," compiled by Ministry of Finance, published by Japan Tariff Association [first 6 months of 1971J.



2483

28

5. RECAPITULATION OF SHORTFALL IN U. S. EXPORTS OF
PRODUCTS SUBJECT TO JAPAN'S IMPORT LICENSING SYSTEM

The impact of Japan's import licensing system on the four 

major categories of electronic products discussed above is registered 

not only on U. S. production activity in such product categories, but 

also on the production of the principal materials which are purchased 

by manufacturers for incorporation in the end products in those cate 

gories.

Table 6 presents a recapitulation of the total shortfall 

in U. S. exports of computers, communications and broadcast equipment 

and navigational aids, transistors and integrated circuits, and radios 

and television sets. It also indicates the loss of component material 

sales to the end item manufacturers attributable to this shortfall in 

exports.

The data in Table 6 indicate that as to the end items in 

the four categories of electronic products subject to import licensing 

by the Government of Japan, the United States electronic industries 

suffered a loss of potential exports ranging from $396 million in 1968 

to $1.1 billion in 1971. The electronic parts and components industries 

sustained a loss of sales to the end item manufacturers with relation to 

such shortfall in exports ranging from $47 million in 1968 to $148 million 

in 1971. For the total of all materials used by end item producers of 

the electronic products in the four major categories subject to import 

licensing by Japan, the shortfall in exports resulted in a loss of sales 

of materials ranging from $174 million in 1968 to $514 million in 1971.

96-006 O - 13 - pt. 7 - 32
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SHORTFALL IN U. S. EXPORTS TO JAPAN OF COMPUTERS, COMMUNICATIONS
AND BROADCAST EQUIPMENT AND NAVIGATIONAL AIDS, TRANSISTORS AND
INTEGRATED CIRCUITS, AND RADIOS AND TELEVISION SETS; IMPACT OF
THIS SHORTFALL ON THE SUPPLIERS OF RAW MATERIALS UTILIZED IN

______THE U. S. PRODUCTION OF SUCH PRODUCTS, 1968-1971_____
(in millions of dollars)

I.

II.

SHORTFALL IN U. S . EXPORTS .........

LOSS OF U. S. SALES OF MATERIALS

1968

, $396

1969

$756

1970

$87"t

1971

$1,115

UTILIZED BY U. S. PRODUCERS OF 
THE EXPORT PRODUCTS AS A RESULT 
OF THE SHORTFALL IN THE EXPORT 
OF SUCH PRODUCTS:

Electronic Parts and Components ....
Parts and Attachments Specially
Designed For Use in the End Item

All Other Materials ................
TOTAL OF THE ABOVE ITEMS ...........

46.75

28.21
90.79

$173.95

102.08

72.30
168.29

$355.80

122.94

67.81
203.64

$410. 89

148.02

88.12

256.19

$ SIS. 75

SOURCE:

The value of the material content of the shortfall in exports is based upon 
U. S. Dept. of Commerce, Bureau of the Census, 1967 Census of Manufactures, 
"Materials Consumed, By Kind,"for industries SIC 3573 (electronic computing 
equipment), 3662 (radio and TV communication equipment), 3674 (semiconductors), 
and 3651 (radio and TV receiving sets).
From the source data a ratio of the cost of each class of material to the 
value of shipments was derived, and this ratio was then applied to the 
value of the shortfall in U. S. exports. The factor for resistors, capacitors, 
transformers, and other electronic components derived from the data for 
industry SIC 3573 was used for the other three industry groups, the described 
materials not being separately stated in the source for those industries.
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B. ADMINISTRATIVE GUIDANCE

The term "administrative guidance" is applied to the 

"restructuring" of Japanese industry so as to strengthen its ability 

to withstand foreign competition, and to the correlative decisions 

taken by the government in related policy areas. The latter include 

the control of foreign investment for the establishment of manufac 

turing facilities and sales branches by foreign establishments in 

Japan which would compete with the industries being strengthened against 

foreign competition, and the administration of the controls that restrict 

the importation of merchandise competitive with the products of the 

industries receiving such "administrative guidance."

In a separate section of this brief consideration will be 

given to the manner in which the Government of Japan has restricted 

and conditioned foreign investment so as to inhibit U. S. exports to 

that country. Here it is desired to call attention to the practice 

and potential of the import licensing system and other measures pertain 

ing to the importation of goods into Japan to be administered by the 

Government of Japan in such manner as to inhibit imports from the United 

States.

The necessity for prior approval under the import licensing 

system, whether the IQ, AIQ, or AA species thereof is contemplated, 

gives the Government of Japan an opportunity to contact importers and 

end users to influence them not to purchase U. S. products. 23 The

23 See pp..6, 7, supra, cited to confidential source, Information A.
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identification of putative importers is established not only by the 

application for the import license, but also by the separate require 

ment that any importer desiring to deviate from the standard method 

of settlement dictated by the Government of Japan must submit an appli 

cation for such permission. The requirement of this system that the 

names of the end users of the imports be listed on the application 

affords the government the opportunity for "administrative guidance" 

with a view to discouraging the end user from purchasing the U. S. 

merchandise. 21*

The actions of the Government of Japan in regard to the 

purchase by Japanese end users of MOS large-scale integrated circuits 

(LSI's) illustrates the "administrative guidance" nontariff barrier. 

U. S. manufacturers enjoyed a technological lead over the Japanese 

integrated circuit manufacturers on the LSI. The LSI has become an 

essential component of the desk top electronic calculator.

The Government of Japan approved a joint venture between 

a U. S. manufacturer and a Japanese manufacturer on condition that the 

technology pertaining to the LSI be made available to the Japanese inte 

grated circuit industry. Initial production of desk top calculators 

was based upon the importation of the LSI from U. S. manufacturers. 

Looking forward to the date when the Japanese manufacturers would have 

mastered the technology and have achieved efficient production of the

21* See United States-Japan Trade Council, U. S.-Japan Bilateral 
Nontariff Barriers, Part II: Japanese Barriers, Fact Sheet No. 6 
(July 29, 1971), pp. 3-5.
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LSI, the Japantse Government, acting through MITI, extracted from 

all Japanese desk top calculator manufacturers, except one, a written 

promise that those manufacturers would shift from their U. S. to a 

Japanese source for LSI's just as soon as it was economically feasible 

for the Japanese purchasers to do so. One of the Japanese desk top 

calculator manufacturers refused to sign such a written commitment. 

Its refusal forced a disclosure of the fact of Mill's efforts to secure 

the described commitment from the entire desk top calculator industry. 25

The Japanese press reports that the leading Japanese manu 

facturers of integrated circuits are now actively striving to regain 

the Japanese market for LSI's from the U. S. producers. 26 If they 

succeed in doing so notwithstanding the superior quality and lower 

price of the U. S.-supplied LSI's, the "administrative guidance" of 

the Japanese Government will be an important factor. The Japanese 

manufacturers of end items employing LSI's are heavily dependent upon 

MITI's favor for research and development support and approval of long- 

term, low-interest financing for capital investment in expanded produc 

tion facilities. So long as MITI has a firm policy of directing end 

users in Japan to purchase Japanese-made LSI's, there is little prospect 

that its policy will fail.

The "administrative guidance" policy of the Government of 

Japan, as illustrated by the above example, was recently commented upon

25 Confidential source, Information D.
25 The Japan Economic Journal, Tuesday, March 7, 1972, p. 9.
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by the manager of the data processing marketing division of the 

Olivetti Corporation of Japan, as follows: 27

"By several open or sometimes almost unnoticeable 
regulations, the Japanese Government controls every 
specific application in the market so as to open them 
to foreign makers only when the local industry is 
competitive, and often compels to manufacture Japanese 
only oriented machines."

The ability of the Government of Japan to control imports 

from the United States through its use of the "administrative guidance" 

procedure is strengthened by the unique relationship which exists between 

the Japanese Government, on the one hand, and commercially interrelated 

groups of banks, manufacturers, and trading companies (known as zaibatsush 

on the other. As described by the Honorable Peter G. Peterson, then 

the Assistant to the President for International Economic Affairs, 

and Executive Director, Council on International Economic Policy, in 

his briefings of the President and the Council during the year 1971, 28 

the zaibatsu groups -

"usually include, besides numerous manufacturing firms, 
a major commercial bank and an international trading 
company. Zaibatsus would normally dwarf any conglomerates 
in this country. The heads of the major companies review 
operating results, growth plans, and capital requirements 
much as do the heads of divisions of a U. S. conglomerate. 
They are usually in_unrelated fields or in the relation 
ship of supplier and user. Largely because of the 
dependence of Japanese companies on short-term debt, 
a bank in each Zaibatsu plays a central role."

27 The Japan Economic Journal, February 22, 1972, p. 20.
28 Peter G. Peterson, The United States in the Changing World Economy, 

Vol. II: . Background Material (December 27, 1971), p. 59.
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As Mr. Peterson observed, "Since the commercial banks of Japan provide 

the major source of funds to corporations via an aggressive lending 

policy, they are ultimately dependent upon the Bank of Japan."

The second most important element in the zaibatsu group 

of interrelated interests is the trading company:

"Large trading companies handle nearly 75 percent of 
Japan's export trade and nearly 90 percent of Japan's 
total foreign trade. This gives Japanese companies a 
market advantage. Because of the huge volume of sales 
they handle, trading firms are able to operate on small 
profit margins.

"This special business-government relationship 
has implications for Japan's view of the role of price 
in international markets. The Japanese Government has 
used restrictions such as quotas, high tariffs, credit 
restrictions, and state trading to give an advantage to 
domestic products. These restrictions have covered a 
wide range of products including certain 'technology- 
intensive' goods such as computers and advanced electronic 
products. Japan is the only country in the world with 
which the United States has a negative trade balance in 
technology-intensi ve products." 2 '

When a U. S. manufacturer of electronic products seeks to 

establish distribution of its product in Japan, he must necessarily make 

arrangements with a trading company to handle the distribution. As the 

U. S. industry's experience in attempting to negotiate such relation 

ships in television and radios has demonstrated, much time is consumed 

in negotiations, without an agreement being consummated. The trading 

company must be sensitive to the economic interests of other members of 

the Japanese industrial group with which it is closely aligned. Its

29 U. S. Dept. of Agriculture, Foreign Agricultural Service, Foreign 
A.griaulture, March 13, 1972, p. 8.
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ability to arrange bank financing to carry the inventory of the U. S. 

goods required to fill the distribution pipeline and to service the 

trade is dependent upon the evaluation of the Japanese commercial bank, 

and, in turn, the Bank of Japan as to the "appropriateness" of the 

arrangement from the point of view of the policies of the Government 

of Japan for the protection of the Japanese manufacturers with whose 

products the imported articles would compete.

Japanese interests are highly sensitive to the nuances of 

the competitive considerations involved in any proposed entry for American 

electronic products into the Japanese market. As stated by Mr. William H. 

Brown, 30 managing director of Fuji National City Consulting, Ltd., 

Japan's present-day domestic commercial behavior is typified by a -

"vast network of buyers and suppliers, makers, traders, 
wholesalers, and retailers [in] a web of highly personal 
and intimate relationships. * * * Such strong inter 
personal relations take a long time to build, Ltut they 
stand the test of time and adversity. Newcomers must be 
patient. But for those 'inside,' the world is secure, warm, 
and predictable."

As he states, "this network of personal loyalties is both intractable 

and exclusive."

The point of these references is that it is not merely 

the trade restrictive effect of "administrative guidance" supplied 

by the Government of Japan within the context of the import licensing 

and standard terms of settlement regulations which inhibit U. S. exports;

30 The Japan Economic Journal, January 18, 1972, p. 24.
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it is also the total effect of the structure of Japanese culture 

manifested in the financial-industrial complex of Japan which supplies 

the cohesion of policy and action which effectively exclude directly 

competitive American products from the Japanese market.

C. RESTRICTIONS ON U. S. INVESTMENT IN JAPAN

It is the general experience of U. S. manufacturing corpora 

tions which establish branches or subsidiaries in foreign countries 

that the presence of such instrumentalities generates a flow of exports 

to that country even though the overseas subsidiary engages in the manu 

facture of goods to serve the foreign market. The Government of Japan 

is keenly aware of the import-generating influence of a U. S. branch 

or manufacturing subsidiary located in Japan, and it has rigorously 

limited the right of U. S. manufacturers of electronic products to take 

such action.

The formation of a branch office in Japan is governed by 

the Commercial Code and the Foreign Exchange Control Law. Foreign 

firms are required to register with the local office of the Legal Affairs 

Bureau of the Ministry of Justice. The control by the Government of 

Japan of the foreign exchange requirements of the branch in Japan may 

prevent the branch from operating entirely. The U. S. corporation upon 

forming a branch in Japan must file a report with both the Minister 

of Finance and the Minister of International Trade and Industry which 

sets forth the branch's business program and financing plan for a period 

of three years. The branch is unable to introduce operating funds,
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technical knowledge, or trademarks from its U. S. parent without a 

license. The license is not granted until the formal acceptance by 

the Ministers of the Establishment Report. Delays in the approval 

of such reports are commonplace. 31

The establishment of a manufacturing subsidiary in Japan 

is even more difficult. Shares of existing manufacturing corporations 

in Japan may be acquired only up to 2B% of the total shares issued 

by the corporation. This ceiling deprives foreign interests from 

appointing a director to the management. A further limitation preventing 

the acquisition of as much as a 7% interest by a single foreign investor 

makes it difficult even to attempt the less than 25% total interest 

in a Japanese corporation through the acquisition of stock on the stock 

exchange. 32

The establishment of a new company in Japan by a U. S. 

corporation is kept under close control by the Government of Japan. 

For most sectors of the electronic industries, investment by a U. S. 

corporation in a newly established company in Japan is limited to not 

more than a 50% interest in a joint venture formed with an approved 

Japanese company. A few sectors of the electronic industries are listed 

in Class 2 for which a 100% ownership interest may be acquired by a 

U. S. corporation upon approval by the Government. These sectors are 

the industries producing radio and TV sets, tape recorders, and record

31 Price Waterhouse & Co., "Information Guide for Doing Business in 
Japan," October 1970, pp. 35, 36.

32 Ibid. , p. 34; Dept. of State Airgram A-900, American Embassy, 
Tokyo, August 31, 1970, p. 4.
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players, not including, however, the manufacture by such firms of 

integrated circuits and semiconductors. 33 It is noteworthy that in 

the recent agreement by the Government of Japan to undertake further 

liberalization measures, no commitment was made with respect to the 

liberalization of U. S. investment in manufacturing subsidiaries in 

Japan. The Government of Japan merely agreed in principle to allow 

the establishment of sales subsidiaries, "except for computers and 

related activities." 31*

The Government of Japan retains the right to impose severe 

conditions upon its grant of approval for U. S. investment, even in 

50/50 joint ventures. Thus far it has allowed only one joint venture 

to be established in the field of semiconductors, and then only upon 

the agreement by the U. S. manufacturer that it would make its semi 

conductor patents available to its Japanese competitors, and accept 

a restriction on the volume of the output of the joint venture by 

MITI. 35 In other electronic components the Government of Japan has 

allowed only four joint ventures. 36

The dual requirement that the U. S. manufacturer turn over 

its patents and technology to its Japanese competitors, and accept as 

a partner in the joint venture a Japanese competitor selected by MITI, 

is designed effectively and speedily to strip the U. S. industry of

33 Price Waterhouse & Co., "Information Guide for Doing Business in 
Japan," October 1970, p. 64.

31* U. S. Treasury Department, press release, February 11, 1972.
35 The Japan Economic Journal, January 4, 1972, pp. 2, 11; Appendix 

for Part 1, p. l-B-5, U. S. Dept. of Commerce, Foreign Market Survey, 
DIB 71-07-509 (January 1971).

36 Appendix for Part 3, p. 3-B-5, U. S. Dept. of Commerce, Foreign 
Market Survey, DIB 71-07-509 (January 1971).
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the competitive advantage represented by U. S. ownership of such patents 

and technology.

When it became known recently that the Foreign Investment 

Council of Japan has approved the request by Texas Instruments that 

it be allowed to take over on a 100% ownership basis the joint venture 

which it set up in April 1968 with the Sony Corporation, the chairman 

of the board of Sony commented that "we will not be affected at all 

as we have an 1C and semiconductor division of our own." 37 That remark 

may possibly take on additional meaning in the light of the decision 

of Japanese integrated circuit makers not to set up a joint venture for 

the design of integrated circuits. According to press accounts, the 

primary reason for the failure of this project is the fear of the Japanesr 

manufacturers that they might not be able to maintain the technological 

and managerial secrets of their users by joining such a venture. 38

Several electronic component manufacturers have established 

branches in Japan for the importation and sale of products produced 

by the U. S. parent. It is reasonable to expect that in the course 

of time such corporations would desire to expand the activities of their 

Japanese branch to include manufacturing. When the Government of Japan 

grants U. S. manufacturers the right to open a sales branch, it typically 

imposes a condition that no manufacturing activity be undertaken without 

the prior approval by MITI. This has effectively operated to preclude 

Japanese branches of U. S. electronic companies from entering into

37 The Japan Economic Journal, January 4, 1972, p. 11; see also p. 2.
38 The Japan Economic Journal, January 18, 1972, p. 9.
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manufacturing activities. This, in turn, has thwarted the flow of 

exports from the U. S. parent to the Japanese branch, inasmuch as it 

is the commonplace experience of U. S. overseas establishments that 

with the commencement of manufacturing activities there is stimulated 

a flow of supporting and complementary products to fill out the product 

line of the overseas establishment. 39

Even where the Government of Japan has indicated a willing 

ness to consider th'e approval of manufacturing activities by a branch, 

it has specified as conditions for such approval that the U. S. manu 

facturer enter into a joint venture with a Japanese competitor to be 

selected by MITI, and that MITI retain the right to control the products 

which the joint venture could manufacture, and the amount of such products 

that could be manufactured in Japan."^

The principal criterion by which the Japanese Government 

has indicated that it would exercise its right of approval or disapproval 

of the manufacturing activity of the branch-turned-joint venture is 

the effect of the sale of the products of the joint venture on wholly 

Japanese manufacturing interests. 1)1 At the present time it is the policy 

of the Government of Japan to deny approval for the entry of U. S. inter 

ests even through a joint venture into the area of 1C production for 

computer use, which is, of course, the major market for IC's in Japan. 1* 2

"Administrative guidance" constitutes a formidable barrier 

to U. S. exports of electronic products to Japan. It operates as a

39 Confidential source, Information E.
40 Confidential source, Information F.
41 Department of State Airgram A-900, American Embassy, Tokyo, 

August 31, 1970, p. 4.
"* 2 The Japan Economic Journal, January 4, 1972, p. 11.
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device by which the Japanese Government is given prior notification 

of the intended importation of U. S. products with the result that 

the Government of Japan openly intervenes to discourage the end user 

from purchasing the American product. It also operates as a means 

carefully to control any U. S. "presence" in Japan, whether in the 

form of a branch or a corporate subsidiary of a U. S. manufacturer 

of electronic products, with the same object in view; namely, to shield 

Japanese manufacturers from the impact of competition from U. S. 

interests.

D. IMPORT DUTIES AND BORDER TAXES

The Government of Japan has intentionally used tariff pro 

tection as an integral part of its program to shield the Japanese elec 

tronics industry from the competition of U. S.-manufactured products. 

As stated in a 1967 research report performed for the U. S. Department 

of Commerce by a market research firm in Japan: 1* 3

"Japanese government attitude toward tariffs is 
also colored by the internal problems facing the [elec 
tronics] industry. * * *

"According to statements made in discussion with 
MITI officials, the government will do its utmost to 
prevent outside groups from aggrevating the current 
internal problems of the components industry.

"One policy will be to maintain tariff barriers 
for as long as is. possible within the agreements of the 
Kennedy Round."

43 "Study of the Japan Electronics Industry," Coral, Incorporated, 
Japan, 1 November 1967, as published by U. S. Dept. of Commerce, BDSA, 
Foreign Market Survey PB 177 883, pp. 5, 6 (supplementary report).
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policy of protecting the Japanese electronic industry 

through tariffs is reflected in the height of Japanese duties on 

electronic products as compared with those of the United States. 

Prior to the Kennedy Round, the published rate of duty in Japan was 

consistently higher, by a substantial margin, than the duties imposed 

on like products by the United States.

In the Kennedy Round, the United States reduced its duties 

on electronic products by 50% (with two exceptions where the reduction 

was 17% and 20%). Japan, however, made no reduction in duty on inte 

grated circuits or on certain transistors and computers. Moreover, 

on consumer electronic products Japan imposed a border tax which has 

the effect of doubling, tripling, or quadrupling the total monetary 

charges imposed on the entry of imported goods.

In Table 7, a comparison is made of the pre- and post-Kennedy 

Round rates of duty on the principal categories of electronic products, 

for Japan and the United States, and the separate commodity tax imposed 

by Japan on imports.
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An examination of the duty rates set forth in Table 7 

readily demonstrates the substantial inequity to which U. S. exports 

of electronic products to Japan were subject during the years preceding 

the Kennedy Round.

If, for example, the 12.5% U. S. duty on radios, the 10% 

to 13% duty on television sets, and the 11.5% duty on computers are 

a fair measure of the competitive advantage of the Japanese products 

in comparison with their American counterparts during the period prior 

to January 1, 1968, the imposition by Japan of duties ranging from 18% 

to 35% on radios, from 20% to 30% on televisions, and from 15% to 25% 

on computers must be regarded as excessive to the point of constituting 

an absolute barrier to U. S. exports.

The differential between the higher Japanese duty and the 

lower U. S. duty on other product categories, while not as extreme, 

was nevertheless so substantial as to constitute a formidable barrier 

to U. S. exports.

While the post-Kennedy Round duties are lower in both coun 

tries for most electronic products, the Japanese have carefully retained 

significantly higher rates of duty on most categories not also subject 

to a border tax. For the categories of electronic products subject 

to the border tax, the combined weight of the tax and duty far exceeds 

the level of monetary charges imposed in the form of duties on the 

like products imported from Japan into the United States.

These published rates of duty are nevertheless deceptive. 

In the case of U. S. duties, the rate applies to the f.o.b. origin

96-006 O - 73 - pt. 7 - 33
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value; Japanese <"uty rates, on the other hand, apply to the c.i.f. 

value. Further, the Japanese border tax 1s assessed on the duty paid, 

landed cost of the Imported goods.'*'' The Japanese goods exported to 

the United States receive a subsidy either In the refund or In the 

forgiveness of the internal commodity tax. The effect of this tax 

remission is to reduce or entirely offset the impact of the U. S. 

duties.

To secure a fair impression of the effective rates of 

border charges imposed by Japan on U. S. goods vs. those imposed by 

the U. S. on Japanese goods, it is necessary to adjust the duty rates 

so as to reflect the differing valuation bases of the duties, the 

effect of the border tax on imports, and the remission of the internal 

commodity tax on exports. Such a comparison is presented in Table 8.

'*'* OECD, "Border Tax Adjustments and Tax Structures in OECD Member 
Countries," Paris, 1968, p. 144.
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As shown by the table, when the effective rates of duty 

are applied to the total volume of trade between the countries, the 

Japanese electronic imports are found to enter the United States at 

a weighted average negative duty (that is, a subsidy net of duties 

paid) of 4.1%. By contrast, U. S. electronic goods entering Japan 

paid a weighted average border charge equivalent to 41% of the f.o.b. 

origin value, post-Kennedy Round up to April 1, 1971, and 34% from 

that date. When the recently announced reductions in selected Japanese 

duties on electronic products go into effect on April 1, 1972, the 

weighted average burden of border charges on U. S. electronic products 

entering Japan will still be equivalent to 31% of the f.o.b. origin 

value of the goods.

A subsidy net of duty payment equivalent to 4% on Japanese 

products entering the United States compared with a 31% added cost 

burden in the form of border charges imposed on U. S. products entering 

Japan manifests the extreme inequity to which.U. S. electronic products 

are subjected by Japan.

In criticizing U. S. duties on certain nonelectronic indus 

trial products which exceed 20% ad valorem post-Kennedy Round, Mr. Gardner 

Patterson, associate director general, Department of Trade Policy, General 

Agreement on Tariffs and Trade, stated: 1* 5

"In my opinion, a tariff of over 20 percent ad valorem 
is a serious obstacle to trade when added to the natural 
protection created by distance, difficulties of communica 
tions and marketing and foreign languages and customs."

tt5 "Current GATT Work on Trade Barriers," published in Volume I, 
Compendium of Papers Submitted to the Commission on International Trade 
and Investment Policy, Washington, D. C., July 1971, p. 627.
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If & 20% ad valorem border charge is a severe obstacle to 

trade, what can be said of the 34% to 41% ad valorem impost levied by 

Japan on U. S. electronic product imports post-Kennedy Round, or even 

the 31% ad valorem charge which will take effect on April 1, 1972?

When these heavy and inequitable import levies are added 

to the restrictive effect of the import licensing system, discriminatory 

credit restrictions on imports, and the several forms of "administrative 

guidance" to which U. S. exports of electronic products to Japan are 

subject, as discussed in the preceding sections of this brief, Japanese 

trade barriers are seen in their true perspective. They amount to a 

virtual embargo on U. S. exports to Japan of products which are avail 

able in Japan from Japanese production.

II. SUBSIDIZATION OF JAPANESE PRODUCTION 
AND EXPORTS OF ELECTRONIC PRODUCTS

Tariff and nontariff barriers to trade are the most visible 

impediments to a free flow of commerce between nations, yet govern 

mental subsidies to export industries are no less significant:

"Probably the best known category of domestic 
activities that distort trade patterns are government 
subsidies to particular industries or productive factors. 
By lowering production costs or increasing output demands 
compared with what they otherwise would be, these sub 
sidies enable firms to compete more effectively both 
against foreign imports and in foreign export markets." 1* 6

1(6 "Nontariff Barriers: A Brief Survey," the Brookings Institution, 
Washington, D. C., as published in Compendium of Papers on Legislative 
Oversight, Review of U. S. Trade Policies," Senate Comm. on Finance, 
90th Cong., 2d Sess., Vol. 1, pp. 337, 342 (1968).
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As the research professor at the Brookings Institution 

who authored the cited study subsequently explained,

"Perhaps the most important area where much more 
concern is needed about the possible adverse effects on 
trade of various policies is that of government subsidies 
to various domestic groups. Domestic subsidies differ 
from export subsidies in that they are made to producers 
whether they export their output or not. However, those 
that do sell abroad obtain an artificial competitive advan 
tage in export markets over foreign producers just as 
if they alone had received the subsidy. Domestic producers 
are also given a special advantage in competing against 
imports. In short, domestic subsidies have the same 
directional effect in distorting trade as export subsidies 
and import duties." 1* 7

The Government of Japan has fostered the vigorous growth 

of its electronic industry under a comprehensive program of subsidies 

established under the Provisional Measures Law concerning the Promotion 

of the Electronic Industry. t)8 This program emphasized the exportation 

of consumer electronic products as well as the development of the 

technical competence of the Japanese industry in industrial electronic 

apparatus.

Under the law, members of the Japanese electronics industry 

were formed into an "Electronics Industry Deliberation Council," which 

operated as an advisory group in conjunction with the newly established 

electronics industry section of the heavy industry bureau of the Ministry

" Robert E. Baldwin (Professor of Economics, University of Wisconsin), 
"Nontariff Distortions of International Trade," as published in Volume I, 
Compendium of Papers Submitted to the Commission on International Trade 
and Investment Policy, Washington, D. C., July 1971, pp. 641, 649-50.

1(8 Law No. 171, June 11, 1957, as amended by Law No. 95, 1964.
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of International Trade and Industry. These private and public advisory 

groups collaborated in fostering the development of the electronics 

industry in Japan. The specific object of the program was to strengthen 

the competitive position of the Japanese electronics industry against 

inroads into the Japanese market by U. S. electronics products, and 

to promote the strong penetration of the U. S. electronic products 

markets by Japanese products. 1* 9

During the life of this fourteen-year program, the develop 

ment by the U. S. electronics industry of the technology of integrated 

circuits signaled an impending revolution in the sophistication of both 

consumer and industrial electronic products, their circuitry, and com 

ponent materials. The Japanese Government reacted to this development 

by adopting a policy of supplying firm "guidance" for the restructuring 

of the Japanese electronic industry in order to fortify it against the 

anticipated intensification of competition from the U. S. industry. 

A keystone of this policy was to exclude foreign manufacturers of inte 

grated circuits from the Japanese market. Further, the Government of 

Japan directed a threefold restructuring of the electronic components 

industry:

1. Mass production of integrated circuit semiconductors

was assigned to the giant integrated electronics firms

in Japan;

"* 9 "Study of the Japan Electronics Industry," Coral, Incorporated, 
Japan, 1 November 1967, as published by U. S. Dept. of Commerce, BDSA, 
Foreign Market Survey PB 177 883, pp. 3, 4 (supplementary report).
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2. The production of large-scale integrated circuits 

(LSI's) was assigned to the large nonintegrated elec 

tronics firms in Japan; and

3. The thin film and hybrid IC's, which did not lend them 

selves to mass production techniques, were assigned 

to medium and small firms, which the government then 

required to merge into larger groups under a "cartel 

system" financially supported by the Japan Development 

Bank.

This program was carried forward by "the delicate process of 'admin 

istrative guidance.'" 50

The techniques employed in the execution of this vast program 

of the subsidization and restructuring of the Japanese electronics 

industry included a determination by MITI, based on advice from the 

Electronics Industry Deliberations Council of (1) the desirable kinds 

of technologies to be developed by the Japanese electronics industry, 

(2) the targets for achievement of technical competence, production 

capabilities, and cost reductions to be undertaken by the industry, 

and (3) the financing of such activity through a combined program of 

grants, low-interest loans, and tax incentives. 51

The program includes outright grants to finance research 

and development (including prototype production runs), low-interest

50 "Study of the Japan Electronics Industry," op. ait., pp. 4, 5.
51 U. S. Dept. of Commerce, Bureau of International Commerce, Foreign 

Market Survey, DIB 71-04-504, November 1970, p. 94.
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loans to finance capital investment in the creation or expansion of 

capacity, as well as the modernization of facilities and the ration 

alization of production, 52 special depreciation allowances on such 

investment for tax purposes, the deferral of expenses connected with 

the sale of such products in export markets and other favorable tax 

treatment of costs incurred in developing export markets, 53 and the 

remission of internal taxes on exports.

Under this comprehensive subsidy program, MITI annually 

designated in three groups the specific electronic equipment, components, 

and materials which were to be subject to assistance under the program. 

These groups and the number of products designated for assistance 

thereunder during the fourteen-year life of the program were as follows:

1. Those particularly necessitating the promotion of

research and development; a total of 133 designations.

2. Those particularly necessitating the start of industrial 

production or an increase in production volume; a total 

of 18 designations.

3. Those particularly necessitating rationalization of 

production facilities; a total of 179 designations.

These designations included the following categories of 

products:

52 U. S. Dept. of Commerce, Bureau of International Commerce, Foreign 
Market Survey, DIB 71-07-509, January 1971, pp. 92-95.

53 Finance Ministry Notification No. 56, April 1970; Law 26 of 1957; 
Cabinet Order 43 of 1957; MITI Notification 183 of 1968.
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a. Computers, calculators, industrial and scientific 

measuring devices, and related equipment:

Group 1, 42 designations; 
Group 2, 12 designations; 
Group 3, 32 designations;

b. Communications and broadcast equipment, and naviga 

tional aids:

Group 1, 36 designations; 
Group 3, 2 designations.

c. Consumer electronic products:

Group 1, 10 designations;
Group 2, 3 designations;
Group 3, 14 designations.

d. Transistors and integrated circuits:

Group 1, 13 designations;
Group 2, 3 designations;
Group 3, 22 designatr is.

e. Other electronic parts, components, and materials 

(including electron tubes and passive components);

Group 1, 28 designations; 
Group 3, 109 designations.

v The 1957 law, as amended, expired on March 31, 1971. It 

was superseded by the "Specified Electronic Industry and Specified 

Machinery Industry Promotion Temporary Measures Law," effective April 1, 

1971. 51( Under the new law, financial assistance in the form of grants, 

low-interest loans, and tax incentives, and overall policy direction 

will be supplied by the Government of Japan to specific sectors of the

5" Law No. 17 of 1971.
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electronics industry. These sectors are also made exempt from the 

anticartel provisions of the Monopoly Law. This new legislative 

program for the subsidization of the expansion of the Japanese elec 

tronic industry is to be effective for seven years. 55

Pursuant to the new law, the Japanese Government on June 12, 

1971, designated 37 sectors of the electronics industry as eligible 

for specified assistance under the law. Of these, 17 were made eligible 

for assistance in developing new technology, including experimental 

manufacture; 6 for the promotion of mass production; and 14 to promote 

the quality of product or the improvement in performance of product, 

a reduction in production costs, or the rationalization of production. 56

The sectors designated for assistance in the advancement 

of technology include computers, controls and measuring instruments, 

telecommunications equipment, integrated circuits and semiconductor 

elements, electron tubes and passive components, and materials used 

in the manufacture of sophisticated electronic products.

The sectors designated for promotion of mass production 

include video tape recorders, facsimile transmission equipment, inte 

grated circuits and semiconductor elements, and magnetic discs.

The sectors designated for promotion of product quality 

or performance, reduction in production costs, or rationalization of 

production include computers and programmable solid state calculators,

55 Dept. of State Airgram A-631, American Embassy, Tokyo, August 5, 
1971.

56 Dept. of State Airgram A-632, American Embassy, Tokyo, August 5, 
1971.
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electronic measuring devices, facsimile equipment, color video tape 

recorders, integrated circuits, and passive components.

It is evident that the success achieved by the Japanese 

Government in promoting the technological advance, capacity expansion, 

and competitive strength of the Japanese electronic industry under 

the initial fourteen-year program motivated a renewal of that program 

for seven additional years. The new seven-year program embraces as 

its targets the most sophisticated electronic equipment and component 

parts now seen on the technological horizon. From such data as are 

available concerning the costs of the initial fourteen-year program, 

it appears that the Japanese Government expended more than $50 million 

in grants, made available more than $300 million in low-interest loans, 

and accorded to electronic manufacturers Incentives in the form of 

tax benefits valued at approximately $1.4 billion.

The available data concerning this subsidy program, its 

administration, and the estimated value of the subsidies for the initial 

fourteen-year period, and the budgeted spending of the Japanese Govern 

ment for the ensuing seven years fill a volume more than Ts inches 

thick. It is difficult to identify with precision the true cost to 

the Japanese Government of the subsidy program, though it is believed 

that the estimate cited above is helpfully indicative of the probable 

range of costs. 57

57 This volume of documents will be presented separately to the 
staff of the Commission for its use in the investigation.
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It is sufficient for the purpose of this brief to draw 

attention to the fact that the subsidies extended to the Japanese 

electronics industry under this program were substantial and compre 

hensive. To these benefits there was joined the shield interposed 

by the Government of Japan between the Japanese industry and its 

competitors in the form of the trade barriers described in part I 

of this brief. Thus protected and thus subsidized, the Japanese 

electronics industry experienced a phenomenal expansion in production 

and in the range and sophistication of its products, as the value 

of shipment data in Tables 2 through 5 of this brief adequately 

indicate.

The effect on foreign trade of the subsidization of the 

Japanese electronics industry by its government has been precisely 

as described in the quotations at the outset of this section of the 

brief. While the Japanese Government severely restricted access for 

U. S. exports to the Japanese home market, the advance in technology 

and expansion in capacity accompanied by a reduction in production 

costs in Japan strengthened the competitive position of the Japanese 

industry against the products of the U. S. industry; simultaneously, 

the program of tax incentives conjoined with the extension of the 

product line and the reduction in production costs conferred upon 

the Japanese industry by the total program enormously strengthened 

the competitive position of Japanese products in the United States 

market, for which the low level of U. S. duties did not provide even 

a token defense.
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CONCLUSION

The combined effect of the program of the Japanese Govern 

ment for the restriction of U. S. exports of electronic products to 

Japan, and for the rapid penetration of the United States market for 

Japanese exports of such products, fortified by the extraordinarily 

comprehensive and prolonged subsidization of the Japanese electronics 

industry by government funds, has been the virtual exclusion of U. S. 

electronic products from the Japanese market in those categories in 

which Japanese production of directly competitive products has become 

established, and an abnormal restriction of the volume of U. S. exports 

in even the technologically advanced product categories in which the 

Japanese industry lacked on a short-term basis adequate capabilities.

The dimensions of this impact are fairly measured, though 

significantly understated, in Table 6 above, where the shortfall in 

U. S. exports to Japan in four major categories of electronic products 

in 1971 is shown to have exceeded $1 billion.

Respectfully submitted,

ELECTRONIC INDUSTRY COMMITTEE FOR 
FAIR INTERNATIONAL TRADE

By:.
EUGENE L. STEWART, SPECIAL COUNSEL
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Mr. GIBBONS. Despite my apparent hostility at times, I admire your 
skill. I am not trying to trick you but I am trying to get information.

Now, as I understand it, the list of people that you represent does 
not include multinationals. Is that correct ?

Mr. STEWART. That is not correct, sir.
Mr. GIBBONS. There are some multinationals? Would Teledyne be 

a multinational ?
Mr. STBWART. If you would spare me the embarrassment of identify 

ing them in public I will be glad to point them out to you.
Mr. GIBBONS. I don't know which ones are the multinationals. By and 

large, most of them are not multinationals ?
Mr. STEWART. Correct.
Mr. ULLKAN. Mr. Gibbons, did you ask that be placed in the record ?
Mr. GIBBONS. I just asked him if any of them were multinationals. 

Then I was going to go through the list. I really don't know who some 
of these people are. For instance I don't know what Teledyne does. I 
have seen their ad some place but I have forgotten what they do. Could 
you just tell me, what do they make ?

Mr. STEWART. Electronic products.
Mr. GIBBONS. As I see it, the people you are representing are in the 

glass and china business; in the footwear business; in the steel busi 
ness ; copper, bearings, deck tiles, cycles—-I guess that is bicycles and 
motorcycles—hand tools—if I am wrong in any of these tell me. I am 
just trying to figure out who is hurting here—fasteners, pencils, and 
chairs—I don't know how they got on the list but that is interesting- 
optical ware, rubber goods, and so forth. Is there any major classifica 
tion that I may have left out?

Mr. STEWART. I did not recall your referring to flat glass.
Mr. GIBBONS. What is that ?
Mr. STEWART. Flat glass.
Mr. GIBBONS. Yes, glass and china.
Mr. STEWART. Other glass products, metal manufacturers, machin 

ery. If I may point out, they do not belong to the Trade Eelations 
Council because they are hurting, but, rather, because they have faith 
that our program will ultimately have value to the Government.

Mr. GIBBONS. Then the same people that you represented yesterday 
are part of this council also ?

No, yesterday you and I had a dialogue about the cost of labor in the 
chemical industry in foreign countries and in the United States. I 
really give you these figures not to argue with you, but figures are 
hard for me to come by and they are hard to develop and maybe you 
can at your leisure refute these for me. I think you said yesterday 
as I tried to pin you down, that labor costs in the chemical industry 
were two to three times higher in Europe or Germany than they were 
in the United States.

Just for the record, the best figures that I have been able to develop 
using the 1972 levels of pay in the chemical industry and taking into 
consideration the current status of the dollar—in other words, today's 
exchange rate—I come up with a figure for West Germany of $4.12 
per hour per person involved in the chemical industry, and in the 
United States, $5.29 an hour. I don't ask you to refute those figures 
or to argue about them right now, but I wanted to include these figures 
in the record.
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If you have any better information than that, I would like to have 
it, because my figures are apparently nowhere near the "two to three 
times" that we talked about yesterday.

Now I am not making any accusatory statement against you, you 
understand. I am trying to edvelop information. My figures are $4.12 
an hour in the chemical industry for Europe, or for West Germany, 
to be specific, and $5.29 an hour in the United States.

Mr. STEWART. Mr. Gibbons, my commitment yesterday was, which 
will be honored, to submit to you the wage rates for production work 
ers in the synthetic organic or dyestuff industries, as close as I could 
get to the subject matter of our colloquy, for the principal producers 
in Europe, which does indeed include Germany. I expect to submit 
that to you and I expect it to be accurate.

Mr. ULLMAN. The record will be held open for that purpose.
Mr. GIBBONS. Could you compare the wage rates to the United 

States?
Mr. STEWART. Yes, I expect to do that.
Mr. GIBBONS. The trouble is that I haven't been able to find from 

Government agencies the figures that would pin this down better. I 
realize you have access to some sources other than Government. Could 
you explain to me the significance of what you are trying to point out 
on page 13 of your statement ? I find those charts there very interesting.

Mr. STEWART. To my mind it is significant, looking at the bottom 
row of data that unit labor cost in the United States in 1971 on an 
index of 1967 equals a hundred, was 113.9 whereas all of the other 
countries, except France and Switzerland were at higher numbers. And 
that when you look at France in terms of her national currency, the 
next tier immediately above, her unit labor costs were higher than 
those of the United States.

The point I was making is that this table to my mind establishes 
that United States industry and its workers have managed to control 
the unit cost of labor, labor cost per unit of production, as well as 
or better than its principal trading competitors and therefore that 
the disastrous trends in our imports and exports could not fairly be 
said to be the result of inefficiency on the part of United States industry 
in controlling its cost.

Mr. KARTH. Would the gentleman yield to me at this point?
Mr. GIBBONS. Yes, but I want to come back to that point.
Mr. KARTH. If that is true, Mr. Stewart, then your second answer 

to my question for the second reason out of those three major reasons 
I asked you to give, is not a correct one.

Mr. STEWART. I believe that you misunderstand the index.
Suppose that in 1967 these are the foreign costs and these are the 

United States [indicating with hands]. The index shows that the 
percent increase for the United States was lower than the percent 
increase of the other countries but after that increase took place 
their unit costs were still less than the United States because their 
wages are less on these products.

Mr. COHABIT. So this index bears no relation to the actual relative 
values in the two countries, only to the percentage of increase over 
1967. Isn't that right?

Mr. STEWART. And in my testimony I speak of the ability of Amer 
ican industry to control its costs against increases. The table in my 
opinion certainly establishes that.
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There is oftentimes the charge made that our foreign trade problems 
are due somehow to American labor. I don't believe that is true. I 
think that American labor has cooperated with management and to 
gether they have controlled costs in a manner that is at least as good 
as the control of labor cost increases around the world.

Mr. KARTH. Thank you very much, Mr. Gibbons.
I might just say that I thought your answer to Mr. Gibbons' ques 

tion was that our manufacturing and management ingenuity over here 
was of such high caliber that we were competitive on a per unit 
cost basis with our major trading partners. I understood that one of 
those three reasons you gave to me was multinational corporations 
move overseas because that is not the case, that the per unit cost is so 
much cheaper by moving to some of the low labor cost countries that 
that is one of the three reasons they moved.

Mr. STEWART. Correctly understood, what I said to you, Mr. Karth. 
I appreciate your pointing out the lack of clarity in what I said to 
Mr. Gibbons. I hope you understand the context in which I was 
talking. That was the matter of controlling increases in the unit labor 
cost which has nothing to do with the relative labor cost which was 
the reason that I gave you.

Mr. KARTH. But the closeness of those disparities that existed in
1967 or 1965 or 1966, apparently, are much less today than they were 
at that time.

Mr. STEWART. No question but they are still substantial enough to 
have the result I attributed.

Mr. KARTH. Thank you.
Thank you, Mr. Gibbons.
Mr. GIBBONS. That is all right. I am glad to yield at any time.
Mr. Stewart, still on page 13, and I am just trying to understand 

the chart there, the last column, the United Kingdom, 1968, in the lower 
right-hand corner of the chart, you show under unit labor cost, U.S. 
dollar basis, 88.9. Was that 100 in 1967 and it dropped to 88.9 ?

Mr. STEWART. If you will look at the bank of information immedi 
ately above, unit labor cost of national currency, you will see in
1968 for the U.K. it was 102.2. When you express it 'in U.S. dollars that 
is a function of the devaluation of the pound that occurred in that 
period.

Mr. GIBBONS. That is what I was going to ask you. So all of these 
figures do reflect the changes which have occurred in the exchange 
rates or in the ratios of one country's currency against another's is that 
right?

Mr. STEWART. Yes.
Mr. GIBBONS. In other words, the 88.9 reflects a British devaluation 

primarily, is that right ?
Mr. STEWART. That is right. But the purpose of showing on the 

table the index both in terms of national currency and U.S. currency, 
is to give you the full picture so that no distortion will occur. When 
you see something such as you did for the United Kingdom you simply 
see what index was for national currency, then you understand what 
the significance of the devaluation was.

Mr. GIBBONS. In Switzerland they apparently had a revaluation 
there too, is that right ?

96-006 O - 73 - pt. 7 - 34
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Mr. STEWART. There was an appreciation that occurred in that re 
spect in contrast to the United Kingdom situation.

Mr. GIBBONS. Mr. Chairman, I have used enough time here. I will 
yield the floor for a while.

Mr. ULLMAN. Mr. Burke.
Mr. BTTRKE. I wish to commend you, Mr. Stewart, for your excellent 

statement and your presentation of the facts. I don't believe we have 
had a better witness before this committee since the hearings started.

Mr. STEWART. Thank you.
Mr. GIBBONS. Mr. Chairman, at the risk of getting shot by my fel 

low members, could I ask one more question ?
Mr. ULLMAN. You are recognized.
Mr. GIBBONS. Mr. Stewart, do you think that the responsibility 

for foreign trade in the United States is too diffused in the executive 
branch ? I am talking about the responsibility of monitoring, promot 
ing, or regulating trade, or whatever you want to call it. I know this 
is all under the President but I realize that covers a broad range of 
things.

Do we have just too many people in this and nobody responsible 
for overall performance?

Mr. STEWART. That answer is yes, that certainly is part of our 
problem.

Mr. GIBBONS. Then one more question: How do you think we ought 
to solve this ?

Mr. STEWART. Being deeply mindful of the inconvenience I have 
caused the gentlemen who are waiting behind me, may I submit my 
answer to you ?

Mr. GIBBONS. I will be glad to have it.
Mr. ULLMAN. The record will be held open for that.
[See letter at p. 2449.]
Mr. ULLMAN. Thank you, Mr. Stewart. You have been very helpful.
Mr. STEWART. Thank you, Mr. Chairman.
Mr. ULLMAN. Our next witness on the subject of foreign taxes is 

Mr. John R. Greenlee. Let me say it is a great pleasure to introduce 
Mr. Greenlee, who has been for a long time a leader in tax policy 
matters and chairman of the Tax Policy Committee. He is in part a 
constituent from Oregon.

We certainly welcome you before the committee, Mr. Greenlee.

STATEMENT OF JOHN R. GREENLEE, CHAIRMAN, TAX POLICY 
COMMITTEE, THE TAX COUNCIL

Mr. GREENLEE. Thank you, Mr. Chairman.
My name is John E. Greenlee. I am director of taxes of the Hanna 

Mining Co. of Cleveland, Ohio.
As the chairman has stated, I appear here in behalf of the Tax 

Council in my capacity as chairman of the Tax Policy Committee 
and vice chairman of its board of directors.

Mr. Chairman, I have only a 10-minute statement here. I know it 
is a long afternoon. If it serves the wishes of the committee, I will be 
glad to summarize that even more briefly and I will be glad to answer 
any questions that any members might have.
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Mr. ULLMAN. Without objection, your statement will be included in 
the record.

Mr. GREENLEE. Thank you, Mr. Chairman.
Basically we believe that the present tax system enables American 

business to compete abroad on reasonably comparable tax terms with 
our foreign competitors. We also agree with the President in his trade 
message when he says, "Our income taxes are not the cause of our 
trade problems, and tax changes will not solve them."

As the committee is aware, the Treasury then recommended three 
changes in our tax laws, which our testimony goes on record to oppose.

Our testimony sets out the reasons and the bases, for the proposals. 
In the case of tax holidays, for example, we fear that the result will 
be to strengthen the position of our foreign competitors abroad if we 
do away with tax holidays. We strongly believe that this will not 
result in any increased jobs or any benefit to the American economy.

As we explain in our statement, neither do we believe this will 
result in any increase in revenue to the Treasury.

The same basic factor is also set forth in our analysis of the problem 
of exports to the United States by U.S. controlled firms. For example, 
we think that in many industries where the volume in this kind of 
import situation is the greatest, you will merely substitute instead of 
American ownership abroad exporting back to the United States, 
national companies of Germany, Japan, and other countries. We just 
do not think that this will result in any increase in American pro 
duction in the United States of a particular product, that is mostly 
subject to this problem.

The next and third, the Treasury proposal had to do with loss 
deductions and the foreign tax credit. We believe as set out in our 
statement that the present rules which in effect provided for the U.S. 
taxation of foreign income earned abroad to the higher of the U.S. 
tax rate or the foreign tax rate have consistently worked over a period 
of years and that the benefits of our American investment abroad to 
the U.S. economy are such that we recognize there can be a case made 
for what may appear to be an inequity in this position. We think, 
however, that it should be resolved on the basis of the present law. 
Therefore, we strongly recommend that no charges be made in this 
particular segment of present tax law.

Gentlemen, on balance, we believe that the interest of the general 
public, of American workers as a group, and of the United States 
Treasury, would not be served by making the proposed tax changes 
nor in other ways withdrawing from the present provisions for taxing 
foreign source income.

We thank you very much for the opportunity to present these views.
[Mr. Greenlee's prepared statement follows:]

STATEMENT OF JOHN R. GBEENLEE, ON BEHALF OF THE TAX COUNCIL
I am John R. Greenlee, Director of Taxes of the Hanna Mining Company, of 

Cleveland, Ohio. I appear here in behalf of The Tax Council in my capacity as 
Chairman of its Tax Policy Committee and Vice Chairman of its Board of 
Directors.

The Council is a non-profit, tax policy organization supported by business. Our 
inembership includes large, medium-size and small companies, most of them 
involved to some degree in foreign business operations.

Although we applaud and hope for favorable consideration of the Administra 
tion's enlightened and critically important program for improving international 
trade arrangements, our formal policies do not extend beyond the tax field. .
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OENEEAi POSITION

We believe the United States tax provisions covering business income earned 
abroad enables American business to compete on reasonably comparable tax 
terms with foreign based enterprises, and were gratified that the President in his 
trade message to the Congress noted that "Our income taxes are not the cause of 
our trade problems and tax changes will not solve them". Nevertheless, the mes 
sage did recommend legislation in three tax situations spelled out in a Treasury 
memorandum separate from the trade program. We appear here in opposition 
to these proposals because they would unnecessarily handicap American busi 
ness operating abroad.

TAX HOLIDAYS

The first proposal deals with "holidays" from local taxes, or other incentives, 
for attracting investment to particular countries. Under the proposal, an American 
company would be taxed currently on income of a controlled foreign subsidiary 
in an affected country even though that income had not been disbursed to it in 
the form of dividends. This taxation would apply to income from existing plants 
whenever additional investment exceeds 20 percent of original plant cost. Be 
cause the additional investment includes replacements, the retroactive effect of 
the proposal would be triggered in a few years even when there is no expansion 
in plant capacity.

Unhampered by a comparable tax penalty, our foreign competitors would gain 
advantage in world markets by expanding investment in the holiday countries. 
Hence, it could not be anticipated that there would be any increase in U.S. 
production and jobs from the proposal. Instead, as American investment in the 
countries leveled out and foreign investment increased, export of American 
equipment, supplies and pre-fabrications, and inflow of income, would be ad 
versely affected. There would be no benefit at all to the American economy or to 
American workers but, as all factors balanced out, a detriment to both.

Moreover, not even the U.S. Treasury would gain from the proposal. First, 
there would of course be the loss of revenue potential which otherwise would 
result from an increased flow of income from increased investment. But, second, 
because the tax holiday countries would in all liklihood impose withholding or 
other new taxes on actual or constructive distributions from the foreign sub 
sidiaries, revenue gain in the short run also would be effectively curtailed. The 
profits of foreign subsidiaries which were the object of the Treasury proposal 
would largely end up in foreign treasuries.

Thus, all across-the-board as far as American interests are concerned the tax 
holiday proposal is a "no win" proposition.

EXPORTS TO UNITED STATES BY U.S. CONTROLLED FIRMS

The second proposal deals with situations in which controlled foreign sub 
sidiaries of American companies export to the United States as substantial pro 
portion of their products. Subject to an additional investment test, the American 
company would be taxed currently on unremitted income if 25 percent of the 
subsidiary's sales are destined for American markets and the income tax rate 
is less than 80 percent of the U.S. rate. We are informed that this proposal is not 
intended to apply to mineral products which currently or potentially are in short 
supply in the United States.

The theory back of this proposal seems to be that the foreign operation is 
designed to be competitive with domestic production. Regardless of cases in point, 
however, this is not the pattern of past ventures of the kind nor a reasonable 
blueprint of what we can expect in the future. More generally, the foreign opera 
tion is designed to be competitive with foreign production already penetrating 
U.S. markets. If the field is left to foreign producers, neither a stream of sup 
porting exports nor a return flow of income is generated, but, as likely as not, 
the total flow of imports will be little if any affected. On balance, the U.S. econ 
omy, labor force and Treasury would be the losers.

We submit that if imports of any product from any area pose a threat to 
American production and jobs meriting government intervention, that interven 
tion should be under the appropriate arrangements and powers sought by the 
President to deal with such situations. We believe that any effort to prevent 
such threats from developing by imposition of tax penalties on American com 
panies producing abroad would be unsuccessful as regards the objective and 
harmful to the national economy as regards overall effect.



2519

LOSS DEDUCTIONS AND THE FOREIGN TAX CREDIT

The third proposal deals with a situation which results from relatively dis 
similar tax systems in a number of nations. Under the U.S. and other similar tax 
systems, operating losses in one year may be carried forward for offset against 
profits earned in later years. When this process takes place as regards a con 
trolled foreign subsidiary of an American company, the reduction of its sub 
sequent profits otherwise available for remittance as dividends to the U.S. com 
pany is offset by a corresponding reduction in the foreign tax credit.

In tax jurisdictions which do not provide for carryover of operating losses, 
or comparable offsetting adjustments, there is no reduction in subsequently tax 
able profits and at present no reduction in the corresponding tax credit. The re 
sult is that the foreign government involved collects taxes that would not 
be due under a similar tax system, but the American company is protected from 
bearing the burden of this unreasonable impost by the foreign tax credit while 
the U.S. government is deprived of corresponding revenue. However, if the 
credit were not allowed—which is what the Treasury proposes—the U.S. com 
pany would be paying taxes on income which it did not realize on a net basis.

There is an apparent conflict in the equities of this situation. However, the 
guiding rule of U.S. taxation of foreign source income is that all such income 
must at the minimum bear a tax burden equal to the domestic tax of 48 percent, 
even though the foreign tax burden is lower. Corresponding, the rule now oper 
ates to protect the American company from bearing a higher burden than 48 
percent based on U.S. tax accounting standards unless the foreign tax rate is ' 
higher than that figure. Considering the benefits which flow to the American 
economy, and Treasury, from foreign investment, it is clear that the public in 
terest would not be served by abrogating the rule. Consistently, it would seem 
that the conflict in equities would be resolved by continuing to allow the full 
tax credit in the given situation.

As part of its proposal for protecting U.S. revenues against failure to balance 
out losses and profits over a period of time under some foreign tax jurisdictions, 
the Treasury also deals with the situation of an American company first operat 
ing a branch or branches overseas and later turning that operation into a con 
trolled foreign subsidiary. When the branch or branches had operated on a loss 
basis, such losses are not offset by profits of the subsidiary for the purposes of 
U.S. taxation unless remitted as dividends to the American company. The pro 
posal would subject such profits to U.S. tax to the extent of losses incurred during 
branch operation.

While there may be abstract equity in this proposal, as a practical matter it 
would discriminate against new foreign ventures as compared with old ventures 
already incorporated. Nearly all companies going abroad for the first time incur 
some expenses (and losses) before subsidiaries are setup or acquired, and in the 
case of both hard mineral and petroleum ventures the initial costs incurred before 
incorporation can be very large. In some if not many areas, local laws would 
inhibit or actually prevent incorporation during exploration or before the pro 
ductive stage of a venture, if it gets that far, is reached. Subjecting such ventures 
which become profitable and are turned into subsidiary operations to a new tax 
burden would tend to strengthen the competitive position of companies (foreign 
based as well as U.S.) with established operations in the subsidiary form, and in 
cases at least freeze out ventures which would be very much in the national 
interest of the United States. Again, the public interest as well as the practical 
equities seem on the side of not making the proposed change in foreign tax policy.

CONCLUSION
On balance, we believe that the interests of the general public, of American 

workers as a group and of the U.S. Treasury would not be served by making the 
proposed tax changes nor in otherwise withdrawing from present provisions for 
taxing foreign source income.

We thank you for the opportunity to present these views.
Mrs. GRIFFITHS [presiding]. Thank you very much. The next witness 

is Mr. Hofmann.
Mr. Hofmann, will you identify yourself, please, and you may pro 

ceed as you choose.
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STATEMENT OF HON. PHILIP B. HOFMANN, COMMISSIONER, PORT 
AUTHORITY OF NEW YORK AND NEW JERSEY, ACCOMPANIED 
BY ANU LACIS
Mr. HOFMANN. Good afternoon. I am Philip B. Hofmann, commis 

sioner of the Port Authority of New York and New Jersey, holding, as 
commissioner, a nonpaying public service job. To further identify 
myself, 4 weeks ago I retired as chairman of the board of Johnson 
& Johnson, a multinational company, after having been chief execu 
tive officer for 10 years.

I shall comment today strictly from the standpoint of the port au 
thority. I would be less than honest if I did not tell this committee 
that some of the comments by a very able previous individual with the 
generic use of the word "multinational" I found a bit disturbing and I 
may wish, if I receive your permission, to come back in another posi 
tion at a later date.

I beg your pardon. I forgot to identify the young lady with me. She 
is Mrs. Anu Lacis from the staff of the port authority in New York 
City.

The commissioners of the port authority endorse the expressed pur 
poses of the Trade Reform Act of 1973—H.K. 6767. We understand 
these to be:

Meaningful U.S. participation in multilateral trade negotiations 
aimed at developing an open, nondiscriminatory and fair world eco 
nomic system;

furthering the expansion of world trade through the progressive 
reduction and elimination of barriers to trade; and

establishing legitimate safeguards and assistance for American in 
dustries and workers faced with injurious foreign competition.

Conversely, we vigorously urge you to reject proposals advocating 
the imposition of statutory import quotas and other severe restric 
tions on U.S. foreign trade.

THE IMPORTANCE OF INTERNATIONAL COMMERCE TO THE PORT OF NEW
YORK-NEW JERSET

The Port of New York-New Jersey has long been a major gateway 
for American products on their way to overseas markets. U.S. com 
merce with the rest of the world is the foundation of the bi-state region's 
economic welfare.

Since the major volumes of U.S. foreign trade serviced or processed 
at the New York-New Jersey port are an integral part of the regional 
economy, any changes in the level of this trade are immediately 
reflected in the level of business activity in the region. Expanded U.S. 
trade obviously means increased job opportunities and earning ca 
pacity for port area residents; conversely, reduced trade would mean 
fewer jobs and smaller paychecks for workers involved in such port- 
related activities.

Consequently, the port authority is engaged in a variety of activi 
ties which are designed to promote the commerce of the bi-state port, 
but which in a larger sense help facilitate the international commerce 
of the United States in general.
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Over the years, the port authority has built piers, and docks, air 
ports, bridges, and tunnels, and undertaken other projects to facili 
tate the flow of people and goods, representing an investment of about 
$3 billion—considerably higher at today's replacement costs. These 
have been public projects with public purposes, but accomplished 
without cost to the general taxpayer. Through its substantial outlay 
of capital for freight transportation terminals in particular, the port 
authority has not only provided the facilities for the efficient and eco 
nomical transfer of goods between inland and ocean, or air carriers, but 
is helping to maximize the productivity of such intermodal transporta 
tion systems. The faster turn-around time of ships and planes and 
better utilization of equipment resulting from transportation innova 
tions such as cargo containerization—which was pioneered on a large 
scale at the Port of New York-New Jersey—are directly contributing 
to the expansion of international trade by minimizing transportation 
costs and making such trade safer, simpler, and consequently more 
attractive.

The newest landmark in Manhattan—the World Trade Center— 
epitomizes the importance of international commerce to the bi-State 
port region. Built by the port authority as part of its mandated 
responsibilities to promote the commerce of this principal gateway for 
U.S. foreign trade, the World Trade Center constitutes a visible 
symbol of the fact that the flow of international trade is fundamental 
to the prosperity of the entire New York-New Jersey metropolitan 
area.

For the handling of exports and imports across the piers and through 
the air terminals of the New Jersey-New York port affords direct 
income for an estimated one-half million workers and ultimately ac 
counts for some one-fourth of the total wages and income earned in 
this major metropolitan area.

The World Trade Center brings together hundreds of businesses 
and government agencies involved in the processing and marketing 
of world trade. A headquarters for international trade, it will improve 
and facilitate key customs clearance processes and other foreign trade 
procedural and negotiating activities; provide space for the display 
of products from all over the world; and act as a clearing-house for 
the latest information on international markets, regulations, and 
opportunities.

The center will also aid manufacturers who now sell only to domestic 
markets and help train businessmen in the techniques needed to partici 
pate in overseas commerce through its World Trade Institute.

One such export expansion effort now in progress at the institute 
is the "Partners-In-Trade" program. Conducted in cooperation with 
the National Association of Manufacturers and the U.S. Department 
of Commerce, it is a concerted effort to help small and medium-sized 
American manufacturers get into exporting or expand their overseas 
sales.

Some 25 of the largest and most successful companies and banks in 
the United States are acting as "senior partners" to smaller firms 
find lead them step by step to increase sales in foreign markets. I am 
Pleased to note that my own company, Johnson & Johnson, is one of 
these "senior partners."

The port authority will continue to look toward innovations in both



2522

service and facilities directed toward expansion of trade among all 
nations. However, the level of the New York-New Jersey Port's trade 
unquestionably also hinges upon the national policy framework gov 
erning U.S. international commerce.

Consequently, the commissioners of the port authority urge you 
to support expansionary trade policies and to reject proposals such 
as the Burke-Hartke bill which advocates the imposition of compre 
hensive import quotas and other severe restraints on U.S. international 
commerce.

COMMENTS ON THE TRADE REFORM ACT OF 1973

The commissioners of the port authority believe that the pro 
posed Trade Reform Act of 1973 represents a reaffirmation of the 
American commitment to an expansionary foreign trade policy. If 
enacted substantially in the form represented to the Congress, it will 
allow new initiatives aimed at achieving a truly equitable interna 
tional trading system based on the principles of fairer as well as 
freer trade.

However, while we welcome the Trade Reform Act of 1973 and 
strongly support its stated aims, we suggest that your distinguished 
committee consider carefully certain provisions which cause us some 
measure of concern.

Specifically, we suggest that the committee evaluate in particular 
those provisions of the proposed legislation which, if enacted, may 
invite excessive pressures for the protection of special interests.

Also, we urge the committee to consider whether adequate oppor 
tunity will be available for those affected by prospective Presidential 
exercise of authority to present their views concerning the impact 
of such actions.

NEGOTIATING AUTHORITY

It is our considered opinion that the conitnuing thrust of U.S. 
trade policy should be the progressive reduction of trade barriers of 
all kinds, and we welcome the President's request for broad negotiat 
ing authority for the purpose of improving the equitability of the 
international trading system.

The proposed authority to reduce or eliminate tariffs deserves 
unqualified support, and we applaud the President's intention to 
seek agreements on dismantling of non-tariff barriers to trade.

However, we believe that the committee might want to consider 
whether statutory guidelines for the requested authority to increase 
tariffs in the context of trade negotiations would not be desirable.

The open-ended authority to raise tariffs requested in H.R. 6767 
is to our knowledge without precedent and could conceivably result 
in the increase of duty levels on some imports to such an extent as to 
severely restrict that trade, with consequent adverse effects on firms 
and workers dependent upon it.

SAFEGUARDS AND ADJUSTMENT ASSISTANCE

Since excessively stringent eligibility requirements for import re 
lief in current statute have been generally recognized as a prime 
cause of pressures for legislated trade restrictions, we support such 
modifications of the law as are required to provide adequate relief
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to industries and assistance to workers faced with, foreign-trade gen 
erated dislocations.

However, we believe that import controls should be invoked only 
as an extraordinary measure of last resort. "Safeguards" are costly— 
they mean higher prices for consumers and reduced national pur 
chasing power in return for the protection of a particular segment of 
our economy.

We therefore urge the committee to evaluate the appropriateness 
of incorporating the proposed "market disruption" concept in the 
escape clause provision.

"Market disruption" as denned in H.R. 6767 means substantial and 
rapidly increasing imports sold at prices below those of domestic pro 
ducers. As other witnesses appearing before your committee have 
pointed out, those conditions may be present and yet have no bearing 
on the question as to whether imports are actually causing injury to 
a domestic industry.

Thus, such statistical coincidence between imports and domestic 
production should not become the substitute for the requirement to 
demonstrate serious injury from causal import competition.

Also, because we view import restrictions with dismay, we urge the 
committee to consider retaining adjustment assistance to firms as an 
alternative remedy available to the President.

RETALIATORY AUTHORITY

We recognize that it may at times be necessary for the United 
States to deal with unfair foreign competitive practices which burden 
American exports.

However, we recommend that public hearings precede any potential 
retaliatory action by the President and that all interested parties, not 
merely complainants against foreign restrictions, have an opportunity 
to present their views as to the likely consequences.

TRADE POLICY MANAGEMENT AUTHORITY

While we are not in apposition to evaluate the appropriateness of 
the proposed criteria for defining serious U.S. balance of payments 
situations and the remedies proposed, we welcome the President's state 
ment that the authority requested in this section of the Trade Reform 
Act of 1973 is not intended to be used to protect domestic producers 
from import competition.

In addition, we support authority for the President to reduce tariffs 
for the purposes of countering domestic inflation.

NEW TRADE OPPORTUNITIES

We welcome the President's stated objectives to take advantage of 
new trade opportunities while enhancing the contribution trade can 
make to the development of poorer countries.

Hence, we support granting authority for the President to extend 
mOst-favored-nation treatment—consistent with the national inter 
ests—to import from countries previously denied such treatment and 
to extend generalized preferences to products from less-developed 
countries.
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CONCLUSION

I hope that the comments I have offered on certain provisions of the 
Trade Eeform Act of 1973 have not obscured our strong support for 
the main thrust of this legislation.

In the considered opinion of the commissioners of the port au 
thority, the administration's trade proposals represent on the whole a 
realistic approach to attaining "worldwide cooperative trade expan 
sion on a fair and equitable basis, and we urge their favorable con 
sideration by the Congress.

Thank you.
Mr. GIBBONS [presiding]. We thank you, Mr. Hofmann.
Mr. Duncan.
Mr. DUNCAN. Thank you, Mr. Chairman.
I would like to welcome you and the young lady to the committee. 

I had the opportunity recently to visit the World Trade Center in 
New York. She was very kind to us at the time.

Let me ask you this. Every time we talk about free trade it is inter 
preted in some quarters as being a move toward restrictions as opposed 
to free trade. If our policy of free trade is to be meaningful, do you 
think it has to be on a reciprocal or fair basis?

Mr. HOFMANN. I prefer the word "fair" trade between nations, which 
I think you would understand to mean trade on a fair basis. In other 
words, realistically we have to face up to the fact that you can have 
agreements through GATT and yet through other restrictive forms of 
rulings by the country which has agreed to free trade on an item it does 
not end up as free trade. Because they use gimmicks to keep you from 
being able to export into that country, it becomes unfair trade.

A classic example of it is Japan; go there and see how many Amer 
ican automobiles you see as compared to Japanese automobiles in this 
country.

Mr. DUNCAN. I take it, then, that you don't think you have free trade 
unless it is fair trade?

Mr. HOFMANN. You have to have both.
Mr. DUNCAN. Do you think we have free trade in the world today ?
Mr. HOFMANN. No, sir.
Mr. DUNCAN. Do you think that it would start a trade war if we 

demanded fair trade with our trading partners ?
Mr. HOFMANN. I don't think it would start a trade war. It depends 

a great deal on how you handle differences of opinion. But if we have 
our position backed up by the laws of this country, a strong negotiat 
ing group and handle it, shall we say, carefully and not walk in with 
a ball bat, "You are going to do it this way," it can be done, yes.

Mr. DUNCAN. How would the tools in this legislation get our trad 
ing partners to change their attitude on trade barriers?

Mr. HOFMANN. No. 1, the passage of the bill would serve notice to the 
world that the United States is through fooling, that we are no longer 
"Uncle Sap and you can do anything you want to do to us."

We rebuilt the world following World War II with the Marshall 
plan and through other things that we have done. It is now time for 
others to be of some service to us and share some of the burdens.

Furthermore, we can no longer afford to be the policeman of the 
world. The record is clear, every nation that has ever set out to be 
policeman of the world ended up bankrupt.
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Mr. DTJNCAN. When the Common Market countries were formed, 
we were told there was going to be an outward-looking trade group. 
Has it turned 'out to be quite an inward-looking trade group in recent 
years?

Mr. HOFMANN. There are two aspects to the Common Market on 
the basis of my experience: No. 1, it is a common market in com 
modities; but when you get into specific areas in which I am, shall 
we say, more familiar, such as the drug and pharmaceutical industry, 
every one of the countries still has its own particular regulations, its 
own formulas, and everything else.

So it is a group getting together. As you know, England and Ire 
land have now joined it. They think it will be beneficial in the bigger 
commodity areas, iron and steel and things of that type, but I frankly 
can't see that for a business that gets into a high technology such as 
mine that there is going to be any change at all.

The health authorities, I can assure you, in France are going to 
make us do it the same way they want it in France, the same way in 
Germany, and the same way in Britain and every place else. Those 
prerogatives they have no intention of giving up.

Mr. DTJNCAN. Thank you, sir.
Thank you, Mr. Chairman.
Mr. GIBBONS. Mr. Brotzman.
Mr. BROTZMAN. I have one question, Mr. Chairman, thank you.
What kind of statutory guidelines are you suggesting that we 

might consider as limitations on the request for authority to increase 
tariffs?

Mr. HOFMANN. My adviser says that there are statutory guidelines 
in previous legislation which could be highly satisfactory here.

Mr. BROTZMAN. Such as ?
Mr. HOFMANN. I am told that ECAT testimony that was here some 

few days ago described that in greater detail than I am frankly able 
to.

Mr. BROTZMAN. Do you generally adopt what they testified to in this 
regard ?

Mr. HOFMANN. No, not absolutely.
Mr. BROTZMAN. I said on this point.
Mr. HOFMANN. On this point, yes.
Mr. BROTZMAN. I am just trying to find out what you are thinking 

about. It is in your testimony in chief on page 6. Obviously, to really 
be helpful to us we need to know as specifically as possible what you 
are thinking about, so that we might consider it.

Mr. HOFMANN. Might I supply you with additional information 
on this ?

Mr. BROTZMAN. Yes. I will ask that we keep the record open on this 
point.

Mr. GIBBONS. Without objection, it will be kept open.
[The information referred to follows:]

THE POKT AUTHOEITY OP NEW YORK AND NEW JERSEY,
Brunswick, N.J., May 25,1973. 

Mr. JOHN M. MARTIN, Jr., 
Chief Counsel, Committee on Ways and Means, 
Longworth Office Building, Washington, D.C.

DEAR MR. MARTIN : With regard to-your letter of May 23. I am returning here 
with the corrected transcript of my testimony presented to the Committee on 
Ways and Means on Tuesday, May 22,1973.
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The additional information requested by Congressman Brotzman during the 
course of my presentation follows:

Our basic concern is that the open-ended authority to raise tariffs requested in 
H.R. 6767 could conceivably result in the increase of duty levels on some imports 
to such an extent as to severely restrict those imports with consequent adverse 
effects on firms and workers dependent on that trade. To our knowledge, previous 
statutes, including the Trade Expansion Act of 1962, have limited tariff in 
creases to no more than 50 percent above the statutory rates set by Congress in 
the Tariff Act of 1930. Whether limitations along these traditional lines would 
be the most appropriate, we leave, of course, to the judgment of the Congress. 
However, it seems to us that some standards or Congressional guidelines would 
be desirable.

Sincerely,
PHILIP B. HOFMANN, Commissioner.

Mr. GIBBONS. Mr. Karth.
Mr. KARTH. I have no questions.
Mr. GIBBONS. Mr. Clancy.
Mr. CLANCY. Mr. Hofmann, this partners-in-trade program that 

you mentioned in your presentation, how many people are involved in 
that program ?

Mr. HOFMANN. No. 1, it was put together by the World Trade Insti 
tute, which is the educational arm of our World Trade Center.

We brought in several top professors in international commerce, 
took a professor away from Columbia to set this up.

We put together 25 manufacturers and banks that had worldwide 
experience in manufacturing, marketing, and selling throughout the 
world, in all languages and countries, to act as what you might call 
"older brother" or something like that to smaller concerns that had 
neither the money nor the expertise, and probably along with it had 
a fear of moving into this great unknown area outside the United 
States.

Those smaller firms come in with their problems. Those problems are 
then farmed out to the people who are willing to help, and the sug 
gestions and the answers are brought back to them.

Now, in addition to that, we run a series of schools there. We run 
language schools we run seminars, say, a seminar on trading in a cer 
tain country, how is the best way to do business in that country, whom 
you should see, what your problems will be and that sort of thing.

It is totally an educational effort with the distinct purpose of en 
abling the small manufacturers who don't have the expertise to par 
ticipate in exporting.

To some degree, it is similar to an activity I was involved in in World 
War II here when I was Deputy Director of the Smaller War Plants 
Corps of the War Production Board, where we endeavored to put all 
the small plants that couldn't afford someone to come to Washington 
to get them an order from the armed services, put them to work and 
utilize them.

Mr. CLANCY. How many small concerns participate in this program?
Mr. HOFMANN. The program has only been under way for a period of 

about two months. It is just now getting under way because we did not 
set it up until we could move it into our still unfinished World Trade 
Center office building complex.

Mr. CLANCY. It seems that this is a very worthwhile program and 
it could be very effective.

Mr. HOFMANN. I think it will be exceedingly effective. In an opera 
tion as big as the port authority, it is not possible for a commissioner
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to take an interest in all port authority activities. I do take a personal 
interest in this. I have helped them develop it, have handled the open 
ing of it, and I expect to continue taking an interest in it.

Mr. CLANCY. How do you disseminate information about this pro 
gram to small concerns ?

Mr. HOFMANN. We have two ways of doing it. First, they come to us 
with their questions. Let us say they make widgets and they want to 
know if there is a widget market in foreign countries. We endeavor to 
find that out.

We have a computer that is being put in there to give all kinds of 
information. This computer will fill up with information as time goes 
on. If there is a market. We can then tell them how big a market 
it is, what the competitive prices are that they will have to meet, what 
government bureaus they will have to go through to have their prod 
ucts accepted.

For instance, say it is a pharmaceutical product, we can tell them 
which government bureau is in each country it has to be submitted to, 
how much clinical evidence it has to have, and that sort of thing.

Mr. CLANCY. Thank you very much.
Mr. GIBBONS. Mr. Archer.
Mr. ARCHER. No questions, Mr. Chairman.
Mr. GIBBONS. Mr. Hofmann, your testimony has been very interest 

ing. Let me put on your "retired" hat a minute and talk about Johnson 
& Johnson. Why did Johnson & Johnson go overseas ? •

Mr. HOFMANN. We went overseas because Johnson & Johnson is in 
the business of health and welfare. Our business is—with but one 
minor exception which is an accident of research—in the health field. 
We felt that we should take our knowledge to the world.

We are the people who pioneered sterilization in surgical dressings. 
We are the people who pioneered the concept of the surgical suture 
•as an instrument rather than as a piece of string. We make 4,000 
different combinations of needles and string, whether it is catgut, 
mersalene, nylon, or cotton, for specific surgical procedures, and 
we felt that we should take that to the world.

Furthermore, we have a multinational business with plants all 
over the world, because we learned the hard way that al I the knowledge 
in the world is not in the United States, and that is particularly 
true in medicine.

Anything that we learn, for instance in Edinburgh in the suture 
business, we take immediately to the world. They had two outstand 
ing developments there. We brought them immediately to the surgeons 
of the United States and all over the world.

Mr. GIBBONS. You mentioned the problem in the Common Market 
about their not being able to get together on their pharmaceutical 
industry. Is that just a problem of nationalism or what is the problem ?

Mr. HOFMANN. I think it is due to the fact that the doctors, the 
medical profession of various countries, have various—I don't want 
to use the word "idiosyncracies"——

Mr. GIBBONS. That is a .good one.
Mr. HOFMANN. "Preferences" is a better word to use. For example, 

in a surgical suture, in most countries the surgical suture, when given 
to the doctor standing beside the patient who has been opened up, is 
strung out by the surgical nurse who prepares it for him. With the 
French surgeon it is wound around a glass tube and he holds it in his
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left hand and feeds it out as he needs it. Now we have to make it in 
France on a glass tube because that is the way he wants it. We could 
not give it away in Germany or the United States.

.Mr. GIBBONS. Thank you very much for your information. We appre 
ciate your coming here to inform us.

Mr. HOFMANN. Thank you, sir, for permitting me to come before 
the committee.

Mr. GIBBONS. The next witnesses are Mr. Maskin, executive direc 
tor, and Thomas H. Boggs, Jr., counsel, for the American Maritime 
Association.

Before I commence here, let me say to our friend, Thomas Boggs, 
Jr., that one of the reasons that there are not a whole lot of Members 
today is because, as you know, we are honoring your father on the 
floor today for his services to this committee, to this Congress, and 
to this country.

I guess it is very appropriate that at the time we are honoring him, 
that you should be here in a cause that he was most interested in, 
that is, in the area of trade. So it is with a little nostalgia and a lot 
of pride that we welcome you here.

Mr. Maskin, as I understand, you are to present the testimony-in- 
chief, so you are recognized.

STATEMENT OF ALFRED MASKIN, EXECUTIVE DIRECTOR, AMERI 
CAN MARITIME ASSOCIATION, ACCOMPANIED BY THOMAS H. 
BOGGS, JR., AND JOSEPH A, KLAUSNER, COUNSEL

Mr. MASKIN. Thank you, Mr. Chairman.
Before proceeding with my statement, I would like to introduce 

for the record the gentlemen accompanying me as my counsel today. 
As you have stated, on my left is Mr. Boggs. On my right is Joseph 
A. Klausner.

My name is Alfred Maskin, and I am the executive director of 
the American Maritime Association. The association is the principal 
spokesman for the unsubsidized American merchant marine, and 
represents the operators of 173 ships of 3.3 million deadweight tons. 
Of these, 33 are tankers with a capacity of about 1.4 million dead 
weight tons.

Should the committee desire, I should be glad to submit a list of 
our member companies.

We have asked' to participate in your proceedings, Mr. Chairman, 
in connection with an aspect not yet discussed of the authority being 
sought for the executive in the area of import restrictions and tariff 
adjustments—sections 405 and 406 of the Trade Keform Act of 1973.

The committee is aware of the President's recent action abolishing 
the former system of oil import quotas, and substituting for existing 
tariffs a schedule of licensing fees.

The new mechanism resembles the plan proposed in 1970 by a Cabi 
net .task force presided over by Secretary Shultz, the salient features 
of which was to control the amount and source of imports by selective 
tariffs; at that time it was said this system would be able simul 
taneously to protect domestic production and minimize dependence on 
politically dubious producing companies. The same considerations are 
reflected i n the President's energy message this April.
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The circumstances that have caused adoption of the new mechanism, 
once rejected, have also changed some of the original underlying 
assumptions, however. Under one of these assumptions, imports were 
expected to be concentrated in the Western Hemisphere and nearby 
Africa.

In 1971, these represented about 70 percent of crude—though only 
about one-half of the waterborne crude imports—and 79 percent of 
combined crude and refined imports. By 1977, this proportion may 
drop to 45 percent of the crude—about 30 percent of the waterborne 
crude—and though combined crude and refined products are expected 
still to stand at about 60 percent, a large part of Caribbean refining 
will by that year apparently depend on Middle East crude.

Thus, a substantial preponderance of imports, direct and indirect, 
will emanate from the Persian Gulf to some extent from Indonesia. 
Presumptively these figures would grow by 1980, both absolutely and 
in proportion.

Mr. Chairman, I would like to interject at this point that what we 
are saying is that our oil imports are going to come in increasingly 
greater measure from greater distances, from further areas of supply. 
Now, the longer the distance, the greater the transportation cost.

To the extent that foreign flag ships are used for this transporta 
tion, the balance-of-payments problem will be exacerbated. In any 
event, these large imports have naturally caused concern about their 
effect on the balance of payments, as well as on account of their po 
litical implications.

With respect to the balance of payments, the net energy outflow in 
1970 amounted to $2.1 billion (substantially, oil imports less coal and 
uranium exports).

Last December, the National Petroleum Council estimated that the 
net energy trade deficit would by 1975 rise to between roughly $10 
billion and $13 billion, depending on the assumptions, that is, the 
assumptions about our domestic supplies, and by 1985 to between $25 
billion and $32 billion; on a straight line basis this suggests between 
$17 billion and $22 billion for 1980, depending on the same assumptions.

It is not clear from the report what first-round credits were taken 
in this calculation, and so-called higher-order return flows were not 
estimated; so the weight of this study is not readily to be judged.

Moreover, trees do not grow to the sky. In November last, the Oil 
and Gas Office of the Department of the Interior was estimating a 
virtual standstill of refinery capacity in this country, a growth of less 
than four percent from 12.8 million barrels a day in 1971 to only 13.3 
million in 1975, hardly more than 500,000 barrels a day.

Since then, announced expansion of two major companies alone al 
ready matches the total predicted for the whole industry.

Further, a true balance of payments must reflect purchases here 
by producing countries with the proceeds of our purchases of oil. Thus, 
Iran is said in the press to be buying something in the order of $3 bil 
lion of military hardware from this country this year.

The Shultz report assigned negligible value to this factor only three 
.years ago, estimating a return flow of nine percent, or nine cents for 
%very dollar we spent on Iranian oil.

Hence, it is not necessary to accept the projected import figures and 
their implied effect on the balance of payments at their worst.
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However, the short-term outlook is formidable enough with every 
reasonable discount, especially at a time when the total account is 
running a substantial deficit.

We have limited our own study to tanker shipping alone, selecting 
1980 as the test year. At recent tanker rates excluding current peaks, 
spread over the predicted areas of importation, the gross freight cost 
in 1980 would be roughly $3 billion. Under current conditions, almost 
all of this will be paid foreign carriers.

Setting off leakages—foreign purchases here of vessel supplies, 
insurance, and repairs—as well as a rough estimate of other increased 
purchases resulting from our hiring of foreign tonnage, but adding 
back capital outflow for vessel construction abroad, we reach a net 
deficit of about $2.5 billion on the tanker shipping account in 1980.

We will, of course, submit the back-up calculation if the committee 
should desire.

A natural alternative to this expenditure is to employ American 
tonnage instead of foreign. Unlike the oil itself, shipping is sub 
ject to immediate control in this regard.

About 70 Members of the House have cosponsored bills to require 
a fixed percentage of oil imports to be carried on American ships; 
these bills have been referred to the Merchant Marine Committee, 
and we understand that similar legislation is likely to be introduced 
in the Senate.

This proposal is analogous to the method of other countries which 
regard oil as a critical commodity over whose shipment they exert 
flag control. France, for instance, requires 75 percent of its oil im 
ports to be carried on French vessels.

We ask this committee's consideration of another concept, both 
on its own merits and conceivably in combination with the flag pre 
ference mentioned.

The new licensing system portends a substantial increase in Fed 
eral revenue in an area where, as we understand, the increment of 
revenue is not the primary obiect. Under the former tariffs we esti 
mate that the revenue would have amounted to about $650 million 
in 1980—it was about $200 million in 1972. At the level of imports 
estimated for that year, the income will increase by about $1 billion 
to $1.6 billion—net of exemptions.

If all or a substantial part of these fees, or of their increment 
alone, were remitted in respect of oil imported on American ships, 
the importer would have a significant incentive to employ such ships.

Further, to the extent the Government thereby agreed to forego 
the new revenue, it would absorb an equivalent amount of the nor 
mal excess cost of employing American shipping; to the same extent 
it would prevent a rise in consumer prices consequest on increased 
shipping costs.

Thus, if 20 percent were carried American, $200 million of the 
licensing fees would cover an equivalent amount of excess shipping 
costs, borne by the Government in revenue foregone rather than by 
the consumer in pricing increases.

Against this, the same percentage of American carriage would 
save one-fifth of the trade deficit foreseen, or $500 million. Not only 
would this represent a saving to the trade balance substantially 
greater than the Government would give up by choosing to collect only
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$800 million instead of $1 billion in licensing fees, but the tax increase 
alone might exceed the revenue foregone at normal tax rates.

Mr. Chairman, we submit for the committee's consideration that 
these benefits have substantial value from a number of viewpoints:

1. A sector of shipping previously self-supporting and self-financed, 
and now suffering under the pressure of structural changes in the 
domestic shipping market for oil, would receive a powerful impetus.

2. There would thus be preserved and, we expect, expanded what 
has been considered by Congress to 'be a significant tool of commerce 
and defense.

3. A substantial saving would be made in the balance of payments, 
about $500 million if 20 percent were carried on American tankers 
in 1980.

4. All this would be accomplished at no direct cost to the Govern 
ment, but through foregoing a proportion of licensing fees levied not 
primarily for revenue but essentially for regulatory purposes under 
the Trade Expansion Act and the President's message.

I might add parenthetically that inner adjustments of the form 
and amount of remission would assure minimal intrusion upon those 
regulatory purposes.

We may say that our legal advice has been to the effect that such 
a proposal involves no violation of the GATT.

Should the committee accord our proposal the favorable considera 
tion we ask, it would seem appropriate to incorporate language in 
the Act itself and to accompany it with a clear explanation in the com 
mittee's report.

Mr. Chairman, that concludes my statement. I thank you for the 
opportunity of making it.

Mr. GIBBONS. Do you have testimony you wish to offer, Mr. 
Klausner ?

Mr. KLAUSNER. No, Mr. Chairman.
Mr. GIBBONS. Mr. Duncan.
Mr. DUNCAN. Thank you, Mr. Chairman.
May I say to you, you have said many good things in this statement. 

We appreciate your coming and waiting with us here at the committee.
You mentioned the fact that you have 33 tankers in your 

association ?
Mr. MASKIN. Yes. The entire American-flag tanker fleet consists 

now of about ?i/£ million deadweight tons. About half of this consists 
of a proprietary tanker fleet which is operated by the major oil com 
panies, and the other half an independent tanker fleet. We represent 
about half of the independent tanker fleet.

Mr. DITNCAN. Are your tankers operating at capacity ?
Mr. MASKIN. They have been operating at capacity recenty, only 

because they have been carrying grain to Russia. We have no way 
of knowing how long that will endure.

Mr. DUNCAN. Do you think you have enough available American 
tankers to carry the needed oil that we need today ?

Mr. MASKIN. The bills that have been introduced in the House so 
far, six, call for an allocation of 20 percent of oil, crude oil and refined 
product, imports into this country on American-flag ships. We will 
have enough to carry these quantities.

The legislation also proposes that to the extent that we then build
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and provide additional tonnage, those quantities would rise to 25 
percent and eventually to 30 percent.

Mr. DUNCAN. I understood we have encountered some trouble in 
transporting wheat because we did not have a sufficient number of 
American bottoms to carry the wheat, that we have a wait and delay 
at very high cost.

Mr. MASKIN. Are you speaking now, sir, about the Russian wheat 
movement where we have encountered delay ?

Mr. DUNCAN. Yes.
Mr. MASKIN. It is true that there has been delay encountered, but 

I do not believe it is because of the shipping situation. We have run 
into delays all along the line with the rail transportation situation and 
the freight-car situation and the grain elevator situation, which has 
all resiilted in this tremendous pile-lip of the grain.

Mr. DUNCAN. Haven't you had a backlog of cars at ports trying to 
unload into the ships ?

Mr. MASKIN. I know, myself, of no situation where the cars have 
been unable to unload because the ships have not been available. I do 
know of the reverse situation. I do know of ships that have sat out 
in the gulf for 45 to 60 days, waiting for cargo which has not been 
made available to them.

Mr. DUNCAN. All of your ships do fly under the American flag ?
Mr. MASKIN. All our ships are American-flag ships.
Mr. DUNCAN. Thank you very much, sir.
Mr. BURKE [presiding]. Are there any further questions?
Mr. Archer.
Mr. ARCHER. No questions.
Mr. BURKE. Mr. Karth.
Mr. KARTH. No questions, Mr. Chairman.
Mr. BURKE. Do you deal just in tankers?
Mr. MASKIN. No, sir, the majority of our ships are dry cargo ships.
Mr. BURKE. I notice one of the real problems in the Port of Boston 

is that ships come in and unload their cargoes and then they go out 
with empty bottoms.

Mr. MASKIN. Are you talking about American-flag ships, sir?
Mr. BURKE. Any type of ships that come in there. I think one of our 

big problems is that we don't have enough exports going out. They 
come in loaded right to the gunwales. After they unload their cargo 
on us, then we don't seem to have any cargo to ship back overseas.

Mr. MASKIN. Of course, we have a huge volume of exports. We are 
the largest exporting country in the world. Unfortunately, very little 
of those exports go out on American ships.

Mr. BURKE. We have more being imported than being exported; 
$6!/2 million more imported last year.

Mr. MASKIN. Yes, that is true. The tide has turned.
Mr. BURKE. That means that a lot of ships came in, unloaded their 

cargo, and went out with empty bottoms.
Mr. MASKIN. Yes, that is true. The tide is turning. We have more 

imports now than we have exports. Insofar as American-flag ships 
are concerned, our great problem has arisen over the fact that although 
we do have a huge volume of exports despite the fact that the trade 
balance is turning, very little has been shipped on American ships.
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Now in the case of tankers specifically/while we are great importers 
of oil and we have these ships coming in this country with oil, we are 
not carying oil outward bound. They would be expected to leave empty.

Mr. BURKE. I am interested in cargo ships, because the port author 
ity is always down urging us to help them out in the Port of Boston. I 
ask them what they are doing on exports. The ships come in, very low 
down in the water when they bring their cargo in. When they go out 
they are high in the water.

It indicates to me we are importing more goods in New England 
than we are exporting. I was wondering if that was the problem with 
the shipping people.

Mr. KLAUSNER. There has been a significant shift to other ports as 
the clearing-point from the United States due to ship containerization. 
To some extent there has been an increase in concentration in a number 
of limited ports, and the old outports have ceased to have their old 
prominence.

Mr. BURKE. The Port of Boston is not treated too fairly when it 
comes to freight rates and many other things.

Thank you very much for your testimony. We appreciate it.
Mr. MASKIN. Thank you, sir.
Mr. BURKE. Our next witness is O. William Moody, Jr., admin 

istrator, Maritime Trades Department (AFL-CTO).
Mr. Moody, we welcome you to the committee. If you will identify 

yourself and your associates, you may proceed with your testimony.

STATEMENT OF 0. WILLIAM MOODY, JR., ADMINISTRATOR, MARI 
TIME TRADES DEPARTMENT, AFL-CIO, ACCOMPANIED BY DIANE 
TUCKER, RESEARCH ECONOMIST, TRANSPORTATION INSTITUTE
Mr. MOODY. Mr. Chairman, my name is O. William Moody, Jr. I am 

the administrator of the AFL-CIO Maritime Trades Department. I 
am also a representative of the Seafarers International Union. I have 
with me Diane Tucker, who is a research economist for the Transporta 
tion Institute, a Washington-based management-related organization 
which has for its purpose research and development of programs for 
the benefit of the IT.S.-flag merchant marine.

The Maritime Trades Department is a constitutional arm of the 
AFL-CIO and is composed of 44 international unions representing 
more than 8 million American workers.

The statement I present to the committee todav is really a sum 
mary of a more detailed statement which I would like to file with the 
committee at a later date, with the permission of the chairman.

Mr. BURKE. We will keep the record open and your later statement 
wil be included in its entirety.

Mr. MOODY. Thank you very much, Mr. Chairman.
We have had a direct interest and concern with international trade 

and the foreign operation of U.S. companies for several years. From 
1946 on, we have seen this country steadily decline from its NO. 1 
maritime status as American-based companies- spurred by tax incen 
tives, built and registered ships overseas.
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BALANCE OF PAYMENTS

However, the Maritime Trades Department is also concerned about 
the declining posture of the United States in the international eco 
nomic arena. In 1970, the MTD executive board adopted a resolution 
on international trade which said: "All of us know the precarious 
position of the American dollar in the international money market. 
We have seen our gold reserves dwindle, our balance of trade borders 
on the negative. We are close to importing more than we export."

Since that time, America's international trade and monetary posi 
tion has been going steadily downhill. Our imports exceed our exports. 
There have been consistent balance-of-trade deficits and, despite two 
dollar devaluations, the American dollar continues to be shaky on 
world markets.

For the first quarter of 1973, the balance-of-payments deficit was 
$10.2 billion—nearly as large as the entire 1972 deficit of $10.3 billion, 
which was itself the second largest payments deficit in the Nation's 
history.

For the year 1972, our estimate of the balance-of-payments deficit 
caused by the use of foreign-flag tankers to carry U.S. oil imports was 
in excess of $500 million. With the increase in oil imports in 1973, 
the foreign-tanker-caused deficit should exceed $600 million. By 1980, 
using Department of Interior oil import projections, we anticipate 
the foreign-tanker-caused deficit will exceed $2V£ billion.

The single largest commercial balance-of-payments deficit item is the 
cost of foreign oil. The second largest commercial balance-of-payments 
deficit item will soon be the cost of transportation of that oil in foreign 
flag ships. Mr. Chairman, the second of these items is controllable.

THE DOLLAR AND ENERGY CRISES

America is on the brink of much larger deficits. The United States 
by 1975 will face a foreign trade deficit of nearly $10 billion a year 
from energy imports alone. By the early 1980's these energy imports 
are projected to reach $20-$25 billion. Thus the two crises that have 
occupied so much of the Nation's headlines, the dollar crisis and the 
energy crisis are inseparable. The international trade policies dis 
cussed at these hearings hold the key to meeting these two crises. Two 
tax principles can help this Nation meet these crises—positive incen 
tives for using American goods and services and negative incentives 
for using foreign-based goods and services.

TAX POLICIES
Existing trade policies accomplish the exact opposite. Present poli 

cies provide little tax incentive for using American goods and services 
compared to the generous tax savings for foreign investment. The oil 
industry and the merchant marine are a case in point.

FOREIGN OIL DEPLETION ALLOWANCE

The oil depletion percentage allowance is applied to both domestic 
and foreign production. By applying the percentage depletion allow 
ance to foreign oil production, the American taxpayer actually sub-
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sidizes the development of the petroleum resources of foreign nations 
which of course does nothing to encourage development of domestic 
oil reserves in the interest of our national security. This foreign de 
pletion allowance coupled with tax deferral and tax credit provisions 
dealing with foreign source income has provided a powerful incentive 
for the development of foreign oil resources at the expense of develop 
ing our own. Our short-sighted tax policies have in fact contributed 
to the current energy crisis. With the change in our energy position, 
we suggest it is time to reexamine tax incentives given to foreign oil 
production. In 1969, this committee recommended and the House 
passed the repeal of the percentage depletion allowance on foreign 
production. We hope that Congress will follow the committee's lead 
and eliminate the foreign percentage depletion allowance, to encour 
age the exploration and discovery of domestic reserves.

FOREIGN TAX CREDIT

For example, the payments of oil companies to foreign governments 
for oil are made largely in the form of tax payments rather than royal 
ties. Prior to 1948, all royalties that were paid for the use of oil-bearing 
land, both foreign and domestic, were treated as normal business de 
ductions. However, after the advent of the foreign tax credit provision, 
a device was created whereby the oil-producing countries designated 
royalty charges as taxes and which U.S. companies were permitted 
credits against U.S. taxes at enormous savings. These so-called "taxes" 
are deducted dollar for dollar against U.S. taxes, rather than the usual 
business deduction against taxable income. No such tax credit is given 
for royalty payments to owners of domestic oil-bearing land. The oil 
companies are permitted to charge off the price paid for domestic oil 
only as a normal course of doing business, not nearly as advantageous 
to the U.S. oil companies as the enormous tax credits resulting from 
their foreign operations. So we provide basically a tax incentive for 
foreign operations at the expense of domestic operations. As a result, 
we now find ourselves spending huge sums of money on oil imports, 
while domestic resources have not been fully explored or developed, 
largely as a result of tax policies which favor foreign development.

The foreign tax credit enriches the petroleum companies and the 
host nations at the expense of the American consumer. The system dis 
courages the American oil companies from holding out against in 
creased "royalty" payments when charged in the guise of taxes, because 
the bigger the "royaity-tax payments" the bigger the U.S. tax savings. 
These increased payments are also used as a rationale to raise prices 
on consumer petroleum products. So the oil companies reap double and 
the American citizen pays double. The average American pays higher 
gas and oil prices because of the passthrough of higher "royalty" pay 
ments and, in addition, picks up the tax tab for the estimated $2.5 
billion annually lost to the U.S. Treasury through the foreign tax 
credit loophole.

TAX DEFERRAL

Also under existing tax policies, taxes on income derived from over 
seas investment are deferred until the money is repatriated to this 
country. This has induced American oil companies to steadily escalate 
the rate of their foreign investment..
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For example, while the oil companies' capital expenditures in the 
U.S. increased 22.9 percent between 1964 and 1970, foreign expendi 
tures increased 61.5 percent during the same period.

Eather than repatriate income to the United States and give up the 
tax deferral, oil companies have branched out into foreign investments 
in refineries and merchant fleets. In these key areas, foreign investment 
has in fact outstripped investment in our own country.

For example, in 1968, the American oil companies invested $805 mil 
lion in foreign-flag ships and facilities, and only $50 million in Amer 
ican marine expenditures. In 1970 and 1971, the oil companies invested 
over five times more on foreign fleets than on the U.S.-flag merchant 
marine.

FOREIGN DEPENDENCY

These American-owned foreign-flag tankers provide the means for 
the American petroleum companies to escape U.S. taxes and to avoid 
doing business with U.S. shipyards and American tanker operators, at 
great loss to America in terms of profits to stockholders and jobs for 
American workers; all of which is reflected in our balance-of-payments 
position. But even more important, the use of these foreign tankers 
places the United States in a dangerous dual dependency on foreign 
nations for both the source of oil and the means for transporting it to 
our shores.

America has already lost much of its initiative in the international 
economic arena. We have become dependent on the good will of today's 
allies, Germany and Japan, to prop up the dollar during recent crises. 
In addition, we are currently 33 percent dependent on foreign petro 
leum to meet our energy demands, 16 percent dependent on foreign 
refineries, and almost 100 percent dependent on foreign tankers.

OCEAN TRANSPORTATION

Regardless of whether we develop more domestic sources of oil, 
more refinery capacity, and develop alternate sources of fuel, no one 
expects that we will be able to avoid importing oil in ever-increasing 
volume. The continued flow of imported oil will continue to be a 
severe strain on our balance of payments and oil imports will continue 
to be a major contributor in our balance-of-payments deficit. A large 
factor in this dismal balance-of-payments picture is currently the cost 
of transporting this oil in foreign fla.g tankers as they continue to 
carry almost 100 percent of the 6 million barrels of oil delivered to 
this country. By 1980, approximately 10-12 million barrels of im 
ported oil a day will be delivered to our shores, and ocean transport 
costs will grow apace.

We can do something to prevent this freight bill from being a 
dollar drain. The President's national security fee program described 
in his energy message, provides the tool for stimulating American 
carriage of imported oil.

The President has proposed that a national security fee be imposed 
on oil imports above the January 1973 quota level. Oil brought in 
under the quota system was subject to a tariff. With the adoption of the 
national security fee system, the tariff was eliminated and oil im 
ported under these quotas was exempted from the national security 
fees. These fee-exempt quotas would be phased out over the next
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7 years, starting with a 10 percent cut in 1974. The national security 
fee for crude oil will be 10.5 cents per barrel in 1973, going up to 
21 cents per barrel by 1975. For residual fuel oil, No. 2 fuel oil, other 
distillates and unfinished oils, the fee will be 15 cents a barrel in 
1973, rising to 63 cents by October 1975. For gasoline and other prod 
ucts, the fee will be 52 cents per barrel increasing to 63 cents by May 
1975.

We propose that this fee be waived for all oil imports carried on 
American-flag tankers. This will effectively aid the development of a 
modern, efficient American-flag tanker industry by offsetting the 
slightly higher costs of using American-flag ships. It will enable our 
tankers to regain competitive equity with foreign fleets. In this way, 
and to the extent that U.S. shipbuilding capability can meet the chal 
lenge, the dollar paid for transporting petroleum imports can be 
retained in the United States, thus reducing the balance-of-payments 
burden caused by the energy crisis.

RECOMMENDATIONS

Our recommendations are based on the principle of positive incen 
tives for use of American goods and services and eliminating the incen 
tives that encourage the use of foreign goods and services.

We believe that the tax provisions that make it more profitable to 
operate overseas than in the United States should be abolished. These 
overseas tax incentives include the oil depletion allowance on foreign 
production, the overseas tax credit, and the deferment of payment of 
taxes on foreign-earned income.

The use of American-built, American-manned, American-flag tank 
ers should be encouraged to lessen the drain on our balance of payments 
caused by the energy crisis. The waiver of the proposed national 
(security fee for American-flag use would provide an offsetting tax 
increment for the U.S. Treasury by creating many thousands of jobs. 
The building and operating of a strong American-flag tanker fleet 
would give this country a measure of self-sufficiency in the transporta 
tion of its oil imports; a measure of self-sufficiency which, in the con 
text of our current and future energy needs, has become essential to 
our national survival.

Finally, Mr. Chairman, with your permission, I would like to read 
into the record a brief statement on the energy crisis adopted on May 9 
by the AFL-CIO Executive Council which supports the foreign tax 
and cargo preference policies advocated by the Maritime Trades 
Department.

Mr. BURKE. You have that permission.
Mr. MOODY. Thank you, Mr. Chairman.
The statement says:
The current energy crisis is a matter of grave concern to the AFL-CIO Execu 

tive Council and to the millions of American workers who are members of our 
affiliated unions and their families. This crisis threatens to affect the quality 
of life of every American.

Therefore, the AFL-CIO Executive Council recommends to Congress that it 
immediately review national policy with regard to the foreign operations of the 
oil industry. Every effort must be made to encourage the development of domestic 
oil reserves to diminish, insofar as possible, our growing politically and eco 
nomically dangerous dependency on foreign nations for this vital source of 
energy.
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Specifically, we recommend the following congressional action :
1. To encourage the development of U.S. domestic petroleum resources and 

refineries, Congress should enact legislation which would: (a) Repeal the 
present 22 percent depletion allowance from taxable income on oil extracted from 
foreign sources and (b) eliminate the credit from U.S. taxes for taxes paid to 
foreign governments on income from foreign operations of U.S. oil companies.

2. The performance of the oil industry in meeting its obligation to supply the 
energy needs of the American people at reasonable and competitive price levels 
should be reviewed by Congress to determine whether or not the oil industry is 
not in fact a public utility and therefore subject to interstate regulation by the 
Federal Government, as are other public utilities.

3. At the present time, there are no U.S. flag tankers regularly engaged in 
carrying imported oil from foreign sources to the United States. To end Amer 
ica's dual dependency on foreign sources and foreign transportation for U.S. oil 
and oil products, Congress must legislate a guarantee that a fair share of all 
imported petroleum cargoes be carried in U.S.-Flag ships. Such legislation would 
guarantee the development of an American tanker capability that would be in the 
best interests of the national security, the economy, and a more favorable bal- 
ance-of-payments position, and would result in the generation of thousands of 
jobs in the construction and operation of such a fleet.

Mr. Chairman, I thank you and the committee for your patience in 
hearing this at this late hour of the day.

Mr. BURKE. Thank you, Mr. Moody.
Mr. Duncan.
Mr. DUNCAN. Thank you, Mr. Chairman.
Mr. Moody, I thank you for a very excellent statement.
What is the size of our merchant fleet at this time?
Mr. MOODY. The latest figures I saw, Mr. Duncan, are that our en 

tire merchant fleet numbered about 630 ships.
Mr. DUNCAN. Do we have some international companies, American 

companies, that have more ships under foreign flags than they do 
under American flags?

Mr. MOODY. Yes; that is quite true.
Mr. DUNCAN. What kind of companies are those?
Mr. MOODY. The multinational oil companies own the world's largest 

foreign flag tanker fleets. These companies may have a few U.S.-flag 
ships, but their fleets are largely foreign flag.

Mr. DUNCAN. Why have they registered those ships under foreign 
flags?

Mr. MOODY. We say, Congressman Duncan, that it is for the purpose 
of evading U.S. taxation, U.S. safety laws, the payment of wages at 
the American standard to American crews; that is about the sum of it.

Mr. DUNCAN. Has the number of ships under American flags been 
on the decrease in recent years ?

Mr. MOODY. The number of ships under American flags has been on 
the decrease in recent years.

Mr. DUNCAN. Have American-owned ships under foreign flags been 
increasing?

Mr. MOODY. That is right.
Mr. DUNCAN. I like your proposal, on the face of it, of waiving the 

fee on oil imports carried on American-flag tankers. Do you have an 
idea what it would cost in dollars if the fee were waived ? I imagine 
it would be hard to determine how much it would cost.

Mr. MOODY. Mr. Klausner tells me that he estimates that in 1980 it 
would amount to about $200 million. What I think we really should 
bear in mind, however, is that we have the offsetting factor of the 
taxes that would be generated by the great number of American jobs
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that would result from bringing into being a real American trans 
portation capability in this field and the offsetting factor that we 
would be able to rid ourselves to a great degree of this dual depend 
ency on foreign sources for both the source of energy and the trans 
portation without its costing the American consumer any more money.

Under our present policies, the consumer is getting gouged two 
ways: He is getting gouged for the higher price of the oil. He is also 
getting gouged by, in effect, paying the taxes of the oil companies.

Mr. DUNCAN. As I stated, I don't know all the details on your 
proposal, but on the face of it it seems to me to be one of the best 
suggestions that has been offered to this committee. I thank you for 
your contribution here today.

Mr. MOODY. Thank you, Mr. Duncan.
Mr. BURKE. Mr. Karth, do you care to inquire ?
Mr. KARTH. Mr. Chairman, I have just one quick question.
I guess there is no argument, Mr. Moody, that the energy crisis is 

going to continue to worsen. I notice on the second page of your state 
ment you tie the energy crisis directly to the dollar crisis and thereby 
have suggested or stated rather emphatically that as the energy crisis 
escalates the dollar crisis will worsen.

So, I suppose if your figures are accurate, that is, the suggested 
numbers of imports in the field of oil alone, and other energy-pro 
ducing materials, that we could expect a third devaluation of the 
dollar, and perhaps even more. Is that what you are suggesting?

Mr. MOODY. I think that could very likely be the result.
Mr. KARTH. All other things remaining equal.
Mr. MOODY. That is right. That is the result as we see it.
Mr. KARTH. Thank you very much, Mr. Chairman.
Thank you, Mr. Moody.
Mr. BURKE. Mr. Archer will inquire.
Mr. ARCHER. Mr. Moody, I am curious how we are going to get 

lower cost energy if we force the use of ships that are more expensive 
to carry the oil back to this country from overseas. How is that going 
to benefit the consumers in this country if the shipping costs are 
increased to the companies that are importing the oil into this 
country ?

Mr. MOODY. First of all, we have suggested what we think is a rea 
sonable way to offset what is really a slight increase in the difference 
of carriage'between U.S. Flag and foreign flag, but I think the con 
sumer has got to be concerned with whether or not he gets the oil. 
We are not suggesting anything that is unusual here.

France, for example, requires that 75 percent of its petroleum im 
ports be carried in French-flag ships for the reason that they are con 
cerned, as we should be concerned, with the geopolitical implications 
of having to depend on foreign-flag ships for the transportation of this 
vital energy resource from a foreign source.

Mr. ARCHER. Even if the so-called foreign ships are owned by Ameri 
can companies and flying a foreign flag, do you think that they would 
be in jeopardy of being lost to us from the standpoint of national 
security?

Mr. MOODY. We don't have a great deal of confidence in a ship that 
is registered in Liberia or Panama, commanded by an Italian captain 
and manned by a Chinese crew. As a matter of fact, during the
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Vietnam crisis—what you are really talking about is what is referred 
to by the runaway flag advocates as "the effective control theory"— 
this effective control theory did not really work out in Vietnam be 
cause for political reasons at various times these foreign crews re 
fused to sail the ships to Saigon. Consequently, the American mer 
chant marine had to meet almost the entire challenge of the transfer 
of material to that war zone.

We were able to meet it by bringing out of mothballs a great many 
overage, unsafe ships that we had to sail in that sealift. As a matter of 
fact, Admiral Zumwalt has expressed great concern over the national 
security implications of not having any real American-flag capability 
in this area.

I would like to direct my comments to one more thing about the cost 
factor. One of the biggest cost factors in the transportation of petro 
leum to the east coast of the United States results from the fact that 
we have no deep Avater ports that can accommodate very large crude 
carriers.

Congress is now considering whether as a matter of national policy, 
and we think as a matter of policy, we should go into a program of con 
struction of offshore deep-water ports so that we can accommodate 
these very large crude carriers. As you go up the scale in these kinds of 
ships, from an 80,000-ton tanker to a 250,000-ton tanker, and they are 
talking in terms of 400,000 and 500,000-ton tankers, when you go up 
that scale, then crew costs become insignificant to the point that they 
almost have no influence at all in the price of the transportation of the 
oil, because you are operating those large ships with about the same 
size crew with which vou operate the smaller tanker.

Mr. ARCHER. Thank you very much, Mr. Moody.
Mr. MOODY. You are quite welcome, Mr. Archer.
Mr. BURKE. Mr. Moody, how is the merchant marine program go 

ing right now ? Are we advancing at the scale they predicted a few 
years ago when they came out with the proposal to build 300 ships, 
I believe, over a 10-year period ?

Mr. MOODY. Congressman Burke, the Merchant Marine Act of 
1970 really gave us what we at the time advocated, has given us the 
kind of guidelines and has extended to all segments of the American 
merchant marine the kind of Government support that we really 
believe has turned the thing around.

We think we are on the uphill grade now. We think we have bot 
tomed out.

In terms of the number of ships that are being constructed as en 
visioned by the 1970 act, we are not building the number of ships that 
the 1970 act projected.

Mr. BURKE. That is what I mean. Are they building the ships that 
they projected at that time, or are we back where we were?

Mr. MOODY. No, we are not building the number of ships that were 
projected, but we are building the tonnage that was projected. You 
see, this energy crisis has forced us into some shipbuilding that I 
don't think we really foresaw in 1970. We should have foreseen it, 
but we didn't.

That program projected 30 ships a year for the next ten years, which 
would have produced 300 ships. But a good part of our construction 
subsidy has been placed in bulk carriers, petroleum carriers, and also
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in liquified natural gas carriers, with the result that we have not 
achieved the 30-a-year goal.

I was trying to bring from the back of my mind the figure of 
ships now contracted for. It escapes me at the moment. I will be 
happy to supply it for you.

Mr. BURKE. What I am getting at is that they really have not 
reached the goal that they predicted back when the 1970 act was 
passed, that they would be building 30 ships a year.

What is it—around 16 or 17 ?
Mr. MOODY. Something like that. The figure that comes to my mind 

is 18, for some reason.
Mr. BURKE. Have you heard that the subsidy for construction of the 

tankers might be cut ?
Mr. MOODY. I am sorry, I didn't hear the question.
Mr. BURKE. Have you heard anything about a rumor that the sub 

sidies on the construction of these tankers that some of these ship 
yards are negotiating for now might be cut a bit ?

Mr. MOODY. No, I have not. As I am sure you are aware, Congress 
man Burke, the act provided for a general downgrading of construc 
tion differential subsidies.

Mr. BURKE. You have made an excellent statement here. You have 
zeroed in on some very important problems as far as national security 
is concerned, depending on the foreign source for the energy and also 
depending upon foreign-flag ships.

As you pointed out, during the conflict in Vietnam many of these 
foreign flag ships refused to bring our goods over there. This could be 
a problem that we might find ourselves in if we don't take some steps 
to correct that problem right now. Now is the time to do it while we 
have a chance.

Do you wish to inquire, Mr. Gibbons ?
Mr. GIBBONS. No, I don't; but I want to welcome Bill Moody to the 

committee. I don't think he needs any welcome; we all know him.
Mr. Chairman, I don't want to handicap this man with any further 

burdens, but he used to be a constituent of mine. He saw the light and 
left, and came where he could be of greater service.

Mr. MOODY. Thank you, Mr. Gibbons.
Mr. BURKE. We thank you for your contribution.
Mr. MOODY. Thank you, Mr. Chairman.
[The following was subsequently received:]

Mr. Chairman, I appreciate the opportunity to submit this detailed statement 
for the record.

First, I would like to submit the following table of Federal Income taxes of 
18 Major Oil Companies,1 which relates specifically to the portion of my testi 
mony under the heading "Foreign Tax Credit."

1 Source : U.S. Oil Week, August 21,1972.
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FEDERAL INCOME TAXES—18 MAJOR OIL COMPANIES 

[Dollar amounts in thousands]

Company and year
Net income 
before tax

Federal
income

tax

Federal 
tax as

percent 
of net

Foreign 
state

income 
taxes

Foreign
state as
percent

of net
Net income 

after tax

Standard (New Jersey): g]
1968 .. . 2 313 587 233,999 10.1 802,907 34.0 1,276,6811969........ ...... 2 069697 265,789 12.8 756,269 36.5 1,047,9391970 2474748 268273 10.8 896,938 36.2 1,309,5371971—::::::—— 2,m,m 211:542 ?.? 1,063,175 33.8 1,452,000

TeXai967 ... . . 892,428 17,500 1.9 124,400 13.9 750,5281968.............. 1,006246 23800 2.3 162,800 16.1 819,6461969..-....-..-... 952854 7250 .7 175,800 18.4 769,8041970. ........... 1,137,666 73,250 6.4 242,400 21.3 822,0161971..- — ..—— U19i468 30,000 2.3 385,600 29.2 903,868
'1967 955968 74,142 7.8 303,539 31.8 578,2871968:::.:.:::::.:.: 977321 sous .8 342,99? 35.1 625,3191969 992005 4,264 .4 377,183 38.0 610,558i97o:::.::::::::::: 990197 11892 1.2 427,939 43.2 550,3661971— — —— — 1,324914 31,062 2.3 732,451 55.3 561,401

MOb 'J967 . . 599,796 26,900 4.5 187,503 32.3 385,3931968 " " 680979 22,000 3.2 228,271 33.5 430,7081969"""""""" 736403 41800 5.7 260,088 35.3 434,5151970-.—:—-:: 873,951 95,500 10.9 295,544 33.8 482,70?1971—........... 1,152,639 85,700 7.4 526,144 45.6 540,795
Standard (California):

1967 ............. 791,962 12,900 1.6 369,669 46.7 409,3931968 569431 16,700 2.9 100,900 17.7 451,8311969" " " " 590386 10,900 1.8 125,700 21.2 453,7861970"" " " " 658'517 29,700 4.7 174,000 26.4 454,8171971 —........... 855,692 14,000 1.6 330,600 38.6 511,092
Standard (Indiana):

1967 372323 74,021 19.8 17,437 4.7 280,8651968"..:.:-:::.:-: 399,525 74,682 is.6 15,350 3.8 309,4941969 .. . . 408,548 64,524 15.7 22,991 5.6 321,0331970. .... — ."— 394,539 56,018 14.2 24,502 6.2 314,1191971... ———— .—— 43?; 021 63,462 14.5 31,859 7.3 341,700
1967 342 022 44,940 13.1 12,233 3.6 284,8491968" .—"-"".." 387,767 63,378 16.3 12,298 3.2 312,0911969.... ———— — . 308,451 5,464 1.7 11,836 3.8 291,1511970 . . . 274,681 34,285 12.4 3,191 1.1 237,2051971———-..:—— 292,175 43,738 14.9 3,833 1.3 244,604

rC°i967.............. 233,976 7,273 3.1 33,773 14.4 192,9301968— —— ——— 239,225 2,225 9.3 38,165 15.9 201,2851969———.. —— -. 279,932 3,963 4.0 47,282 16.9 228,6871970— ———-- 263,406 10,622 4.0 43,280 16.4 209,5041971.——.———— 295,245 11,115 3.8 85,428 28.9 198,702
PI"" ifM7.............. 199,074 59,163 29.7 7,595 3.8 132,3161968.- —— ——— 174,931 52,255 29.9 11,496 6.5 111,1801969 . . 177,868 32,584 18.3 15,174 8.5 130,1101970."—— ."..." 185,739 35,191 18.9 16,759 9.0 133,7891971.-- —..---.-. 217,303 32,734 15.0 20,091 9.2 164,478

'1967 221 249 45,906 20.7 16,060 7.3 159,2831968"".".".""."-" 230,369 45,652 19.8 19,070 8.2 165,6471969 " 228 787 49,651 21.7 25,585 11.2 153,5511970". .".""."" 223,086 56,957 25.5 27,054 12.1 139,0751971.........:.... 236)070 41,081 17.4 43,373 18.4 151,616
Union (California):

1967,.— . .... 163,820 10,400 6.3 8,457 5.2 144,9631968 . . 164,232 5,955 3.6 7,045 4.3 151,2321969.:...:.:.:.... 171,430 s.soo 5.1 9,400 5.4 153,2301970 . ... 137,211 7,540 4.6 15,210 9.4 114,4611971.:...:.:.:...: 147,35? 11,750 7.9 20,900 14.2 114,70?
Ame i967 He—......... 128,640 10,188 7.9 43,343 33.7 75,1091968. ——...—— 159,668 11,281 7.0 57,799 36.2 90,5881969... —— .—— 133,447 2,406 1.8 46,385 34.8 84,6561970.............. 183,208 6,648 3.6 62,550 34.1 114,0101971....——..—— 240^03 22,552 9.3 84,202 35.1 133,249

6 tV1967. .......... 141,192 11,517 8.2 11,609 8.2 118,1661968.............. 112,798 4,842 4.3 9,706 8.6 98,2501969_.. —— .—— 148,329 19,323 13.0 9,738 6.6 119,2681970-.. ——....... 159,144 34,909 21.9 13,089 8.2 112,3961971 209439 31,585 15.1 46,911 22.4 130,943
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FEDERAL INCOME TAXES—18 MAJOR OIL COMPANIES 

[Dollar amounts in thousands]

Company and year
Net income 
before tax

Federal
income

tax

Federal 
tax as

percent 
of net

Foreign 
state

income 
taxes

Foreign
state as
percent

of net
Net income 

after tax

Conoco:
'1967.............. 239,210 30,031 12.5 62,369 26.1 146,813
1968_............. 239,293 12,475 5.2 78,875 33.0 147,940
1969.............. 246,675 3,394 1.4 88,406 35.8 154,878
1970_______....... 300,847 19,262 6.4 121,338 40.3 160,245
1971-_........._.- 292,428 6,240 2.1 176,760 60.4 109,427

Cities Service:
1967.............. 165,289 32,347 19.6 5,105 3.1 127,837
1968-............. 138,613 12,683 9.1 4,594 3.3 121,336
1969_ _.......,..-. 165,418 27,254 16.7 4,766 2.9 133,398
1970--...-..-... 151,562 27,169 17.9 5,816 3.8 118,577 
1971_._——___.__ 117,574 9,934 8.4 3,173 2.7 104,467

Marathon:
1967.--.. — ...- 138,520 3,700 2.7 60,962 44.0 73,858 
1968__ ——........ 155,335 4,350 2.8 67,659 43.6 83,326
1969--...-.-—— 170,657 3,250 1.9 77,929 45.6 89,478
1970--.......-.... 196,412 8,200 4.2 101,680 51.8 86,532
1971-.——.. —— -. 229,390 14,000 6.1 147,176 64.2 68,214 

Standard (Ohio):
1967...--.-..... 104,614 29,594 28.3 8,412 8.0 66,608
1968.. — . —— — . 113,054 38,100 33.7 5,394 4.8 69,560 
1969-----..--..- 99,193 42,601 42.9 5,183 5.2 51,409
1970.- —— — —— 65,848 6,918 10.5 4,252 6.5 68,514 
1971------ — .-. 60,462 1,245 2.0 7,508 12.4 54,199

Ashland:
1967..-.- —— -... 86,829 25,669 29.9 4,236 4.9 55,924 
1968-. ——— ——— 84,259 26,392 31.3 4,908 5.8 52,959
1969....---—— 89,082 27,631 31.0 3,719 4.2 57,732
1970.. —— — —— 71,542 29,278 40.9 3,605 5.0 38,659
1971.-- —— — -.- 51,788____23,954 46.3 4,029______7.8_____23,805

Total for 18 companies:
1967.. —— —— --- 7,837,912 682,191 8.7 1,976,702 25.2 5,179,019
1968.-. ———— -- 8,146,634 654,324 8.0 1,970,234 24.2 5,522,076
1969..————— 7,969,162 620,848 7.8 2,063,434 25.9 5,284,880
1970..—. ——— .- 8,742,304 797,876 9.1 2,479,247 28.4 5,465,181
1971.....——— 10,215,685 683,204 6.7 3,713,213 36.3 5,819.268

In 1971, the foreign tax credit enabled these 18 major oil companies to pay U.S. 
tax at an average rate of only 6.7 percent instead of the usual U.S. tax rate of 
48 percent for large corporations. The fact is, however, that the foreign oil deple 
tion allowance, the foreign tax credit, and the foreign income tax deferral pro 
visions have enabled the largest oil companies—Standard Oil of New Jersey, 
Texaco, Gulf, Mobil to pay income tax at the rate of 7.7 percent, 2.3 percent, 2.3 
percent, and 7.4 percent respectively. We are advocating the removal of all three 
of these incentives for overseas production because the removal of only the for 
eign tax credit would permit the oil companies to rely on the other two incentives 
to achieve almost the same degree of U.S. tax avoidance.

Under the Ocean Transportation section of my testimony, I would like to add 
the following information about the U.S.-flag tanker industry.

At present the American-flag tanker fleet is capable of carrying less than 10 
percent of America's imported oil. The U.S. has not developed the tanker capacity 
this country needs because of the competitive advantage enjoyed by the vast for 
eign flag proprietary fleets whose owners control the cargo. Given the assurance 
of cargo, the ability of the U.S. maritime industry to build an American-flag 
tanker fleet of sufficient size to meet our national requirements would be limited 
only by our ship building capability.
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Since the passage of the Merchant Marine Act of 1970, the following tankers 
are already on order:

Owner
Contract 

date

...... Jan. 4,1972

..... June 30, 1972

......... .do.......

......... .do.......
........ -.do....—

Builder

National Steel & Shipbuilding, San 
Diego, Calif. 

National Steel & Shipbuilding
Bethlehem Steel, Sparrows Point, 

Md.

Seatrain Shipbuilding Corp., Brook 
lyn, N.Y.

Number

3

3 
3

4 
3

Deadweight 
tons per 

vessel

38,300

87,000 
265, 000

35,000 
225,000

To date, the total number of shipbuilding contracts let under the Merchant 
Marine Act of 1970 is 37 ships with a capacity of almost 2.6 million DWT plus 
750,000 cubic meters in LNG capacity.

The legislation that has already been introduced in Congress to reserve a por 
tion of imported oil for American flag carriage and the waiver of the National 
Security Fee for American-tanker use that we have proposed to this committee, 
will be contingent, after all. on the availability of American-flag ships at reason 
able rates. We believe that these legislative proposals will provide encouragement 
to develop a modern efficient American-flag tanker fleet capable of meeting the 
challenge caused by the energy crisis and our huge balance of payments deficits. 
This legislation would provide the necessary assurance to the financial community 
that cargo to employ American-flag ships would be available if efficient ships 
were built. This would develop the mortgage backing which is an essential pre 
requisite to large investment in ship construction.

It is not possible to construct an economic model of the cost in dollars of waiv 
ing the fee on oil imports carried on American flag tankers. There are too many 
variables, including the mix of petroleum products that will be imported into this 
country, the availability of U.S. tankers, the world rate for the tanker trade, and 
indeed the extent to which the petroleum companies with their large fleets regis 
tered under foreign flags will avail themselves of the opportunity to engage U.S. 
flag ships to meet their ocean transportation needs. However, it is important 
to bear in mind that the National Security Fee was not construed to be a revenue 
measure, but a policy tool aimed at minimizing America's dependence on foreign 
nations. The purpose of the fee was to encourage domestic production. To that 
extent, the success of the program will really be measured in inverse proportion 
to the money raised.

Any cost that might initially be incurred through incentives for U.S. flag tanker 
use would toe more than offset as the investment in the tanker industry generates 
a large input into the economy in terms of ship construction and supporting indus 
tries. The thousands of jobs that will be created in both shipyards, and aboard 
ships will return increased revenues to the U.S. Treasury. As paychecks to con 
struction and operating employees in the tanker industry get spent on goods and 
services, a multiplying effect of increased prosperity, particularly in the eco 
nomically depressed areas where many of the nation's shipyards are located, will 
be created.

Mr. BTTRKE. Our next witness is Thomas H. Boggs, Jr., and Bart S. 
Fisher, counsel on behalf of International Marine Expositions, Inc., 
and Glastron Boat Co.

We welcome you, Mr. Boggs, and your associate.
You may identify your associate and proceed with your statement.

STATEMENT OF THOMAS H. BOGGS, JR., ON BEHALF OF INTERNA 
TIONAL MARINE EXPOSITIONS, INC., AND GLASTRON BOAT CO., 
ACCOMPANIED BY BART S. FISHER, COUNSEL

Mr. BOGGS. Thank, you, Mr. Chairman.
If I could ask the members of the committee for a minute to switch 

from large tankers and oceangoing boats to pleasure craft and out-
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board motors, I would like to speak for just a moment about problems 
that we see representing the recreational boating industry which thp. 
trade bill of 1973 presents to us.

I have two statements, Mr. Chairman. One on behalf of the Inter 
national Marine Expositions, Inc., which is the official name of the 
group which represents virtually all manufacturers of pleasure craft, 
and I have one statement on behalf of one particular boat manufacturer 
which has problems relative to the bill which are unique to it and is not 
on behalf of the entire industry.

Mr. BURKE. Both of your statements will appear in the record.
The one on the International Marine Expositions will appear first, 

and the one on the Glastron Boat Co. will follow.
Mr. BOGGS. Thank you, Mr. Chairman.
Mr. BURKE. The entire statements will appear in the record.
You may summarize if you wish.
Mr. BOGGS. The only point in the bill that I would like to address 

on behalf of the industry at large is the question of non-tariff barriers.
Really for the first time, the 1973 trade reform bill does recognize 

and give emphasis to authorities which, if given to the Executive, and 
properly used would be able to eliminate non-tariff trade barriers.

Now, as all of you know, the Congress over the last few years, begin 
ning in 1966, has passed a number of consumer product acts. Most 
of these acts provide for some sort of standards-making mechanism 
for the products which they regulate.

Boats, marine engines, accessory equipment happen to be regulated 
by a number of them.

The Boat Safety Act of 1971, the Toy Safety Act in the case of 
some small boats and accessory equipment, the Highway Safety Act, 
believe it or not, in terms of the transportation of a boat on a trailer 
or some other mechanism, and finally the soon to be implemented 
Product Safety Act all have an effect on the manufacture of boats 
and boat engines.

While the U.S. Congress has actively been enacting these types of 
laws, so too have other nations. What we are seeing develop in many 
of the developed countries is a system of product standards being 
promulgated by government, certification and compliance programs 
with those standards, which make it most difficult for a product pro 
duced in country A in some cases to meet the standard of country B. 
Even here in our own country it is mighty difficult for experts to sit 
around in a room and agree on what a standard should be for a par 
ticular product.

You can imagine trying to get any kind of uniform thought about 
what a standard should be on a worldwide or multinational basis.

This is a problem that is just beginning and a problem that I think 
can be categorized, if improperly used by nations, as an effective 
non-tariff barrier.

Let me give you one specific example:
Japan very recently has gone into the manufacture of outboard 

motors. Prior to Japan's entry, I think the names Evmrude, Johnson, 
Mercury, and Chrysler were about the only names you heard so far 
as outboard engines were concerned, and they were marketed through 
out the rest of the world.

Japan, like the U.S., has a safety program which regulates
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the construction of outboard motors and they have standards which 
have been promulgated by the government which control the manu 
facture of outboard motors, and they have a certification program 
whereby a manufacturer can certify that his product meets those 
standards.

In the case of Japan in order for a foreign manufacturer to be cer 
tified, he must submit the entire plans and specifications on the motor 
which he intends to market in the country of Japan prior to being 
able to receive certification from the Japanese Government.

Most of our industry members who are in the outboard motor busi 
ness, needless to say, are not enthusiastic about submitting to the Jap 
anese complete sets of plans and specifications on their most modern 
and updated engines.

So I would say they have opted not to export rather than to export 
a product which would not be in compliance.

I think this is a very vivid example of what we can expect in the 
future unless there is some mechanism set up in this bill which would 
highlight to the executive side of the Government the problem that 
we see in the industry and we see on almost a daily basis now with dif 
ferent products as a real burden to international trade in the future.

This issue, Mr. Chairman, is the main issue that I wanted to present 
to the committee on behalf of the industry.

We do have a recommendation which is on page 5 of the statement 
which is really just a recommendation of general principles. It is not 
an attempt to try to spell out a program. We would hope that some 
sort of body would be set up which would be at least consultative in 
nature and maybe have appellate authority of some sort which could 
oversee the standards and compliance and certification activities of our 
major trading partners and ourselves.

In the case of the United States and most of the legislation that you 
passed, our exports are exempt from our own safety standards or prod 
uct standards.

That is, if we export a U.S. boat, it does not have to comply with the 
boat safety requirement which have to be met on a U.S. boat.

On the other hand, it has to comply with those requirements of the 
country to which it is shipped. The same is true with a product com 
ing into the United States—if it is subject to an act it has to comply 
with U.S. standards.

So, what we are really suggesting is not a multinational standards. 
What we are really suggesting is that a mechanism be set up whereby 
nations can have products which are imported into their countries cer 
tified as to meeting standards in a fair manner and in a manner which 
will not become a non-tariff barrier to trade.

As the four general principles we would recommend: first, that 
whenever new and different standards are established in a country, 
there should be adequate publicity, adequate public consultation proce 
dure, and a reasonable delay period prior to the effective date of those 
standards.

Secondly, standards should never be used as discriminatory tech 
niques for impeding trade.

This is the kind of example we pointed out in the case of motors 
going to Japan.

Thirdly, testing procedures in all countries should be expeditious. 
Where it appears that testing is taking a considerable period of time,
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some procedure should be available for certification from an impartial 
foreign laboratory, international laboratory, or somebody like Under 
writers Laboratory here which can certify a product quickly.

Finally, with these general principles as guidelines it should then 
be possible to appeal to GATT or some other international body on a 
regularized basis of standards being used to impede trade.

Compensation, as we have in the case of a trade concession, which 
is removed by a country for safeguard reasons and some other tech 
nique should be used if foreign countries do engage in this kind of 
discriminatory standards practice or if we engage in it.

That generally is all we would like to say on behalf of the entire 
industry.

We might point to one point in the statement which I won't read 
but we do have a section in the statement which shows that in the 
case of the United States-Canadian trade most products which are 
regulated, most products which are subject to the United States- 
Canadian automobile agreement which became law after the trade 
expansion act in 1962, most of those products are transportation 
products.

As you know, under that agreement, there is no duty on products 
which goes back and forth over the Canadian border. That is not the 
case with boats. We have a hard time seeing why there should be 
a distinction between one type of transportation product and the 
other types of transportation product which are included under the 
agreement.

We are not necessarily saying that boats should be included under 
the agreement. We are saying that the Canadian tariff which is almost 
18 percent versus the U.S. tariff of almost 4 percent is an offsetting 
factor in terms of exports of transportation of this type to Canada 
and should be kept in mind if there is any revision of the overall 
transportation agreement with the Canadians.

Turning now to the second part of our presentation today, which 
is that on behalf of one particular company called the Glastron Boat 
Co.

I had intended to spend more time than I now think is necessary 
on the so-called sections 806.30 and 807 of the Tariff Schedules of the 
United States.

Prior to this morning, it was my understanding that no one had 
mentioned these sections to the committee during its consideration of 
the trade act, but I understand that the National Association of Manu 
facturers spent some time on these sections this morning. So I will 
just briefly set forth our position.

_ Basically these provisons in the case of the Glastron Boat Co. are 
significant provisions.

As you know, they allow you to assemble a product outside the 
United States and reexport it to the United States and simply pay the 
duty on the added value of the product.

There has been a misconception about these provisions. In the ad- 
lAinistration's recommended trade bill they do include the elimina 
tion of these provisions as one of the mechanisms under the safeguard 
section.

So that, in addition to being able to impose quotas or raise tariffs, 
the administration lists, as another item which it could carry out, the

96-006 O - 73 - pt. 1 - 36
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elimination of treatment afforded under 806.30 or 807. It is our posi 
tion that the elimination of these provisions would have an adverse 
effect on the U.S. balance of payments, and I think both the Tariff 
Commission study which was published in 1970 goes into that in great 
depth and the so-called Williams commission report goes into that 
in great depth, and both of these come out with the conclusion that 
while we may end up reducing imports by $30 to $40 million, it would 
decrease exports of U.S. components anywhere from $180 to $250 
million.

Secondly, there are roughly 37,000 people employed in the assembly 
industries in the United States which are making the products which 
are being shipped out of the United States for further assembly.

It is unlikely those people would be gainfully employed if these 
provisions were eliminated from the program.

The administration's argument seems to be that while they are not 
recommending the elimination of the sections, because they recognize, 
I take it, that those sections have caused a plus to the balance of pay 
ments, they are providing for their piecemeal repeal on sort of a com 
modity-by-commodity basis through the safeguard mechanism.

Now, I think from our point of view a commodity repeal versus 
an overall repeal would be very difficult in the case of a competitive 
industry where one of your competitors may or may not have the ad 
vantage of the section that your other competitor does.

I think we would prefer not to have it at all or have it on an equitable 
basis.

Finally, in the case of the particular company that we are represent 
ing, it generally opposes the balance-of-payments authority requested 
by the President for surcharge powers, primarily feeling that the im 
position of a surcharge is not the solution to a balance-of-trade prob 
lem. It only goes to the root of one of the aspects of the problem: 
namely, imports versus the other aspects involving capital flows and 
export control.

Secondly, again the administration has recommended that this au 
thority be given on a discriminatory and selective basis.

This would again be most difficult for a country to try to plan for 
the future and compete with other companies if a surcharge applied to 
a product that affected it, but did not applv to its competitor.

Finally, one thing that should be stressed in this area is that if the 
committee does decide to give the President these powers, it might 
give consideration to excluding from the surcharge the products com 
ing from less developed countries.

This would certainlv be consistent with the provision of the Trade 
A.ct recommended by the administration which provides a preference 
for these countries and, secondly, I think if you look at the figures 
there has been rouarhly a $l-billion trade surplus coming from 
the developing countries as opposed to the deficit which we have been 
incurring from the developed countries and if a surcharge were dis- 
criminatorily imposed on some of these countries. I think it would have 
a much more serious effect than it might have on the developed coun 
tries.

T^at concludes our testimony, Mr. Chairman.
We will be happy to answer any questions.
[The prepared statements follow:]
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STATEMENT OP THOMAS H. BOGOS, COUNSEL FOK INTERNATIONAL MARINE EXPOSI 
TIONS, INC.

Mr. Chairman: My name is Thomas H. Boggs, and I am appearing today as 
Counsel for International Marine Expositions, Inc., a corporation composed of 
over 600 manufacturers of recreational boats, marine engines and marine acces 
sories. We appreciate the opportunity to testify on behalf of the recreational 
marine industry in favor of the general provisions of the Trade Reform Act of 
1973 (TEA). This industry has a major stake in the world economy. In 1971, 
$3.6 billion was spent by Americans for marine equipment and services; 9 million 
recreational boats were in use on American waters; and 45 million Americans 
went boating. In 1971, 495,000 outboard motors were sold in the United States, 
with a retail value of $362.3 million, and 278,000 outboard boats were sold, rep- 
resentig retail dollar sales of $189 million. The exports of pleasure boats in 
1970 were almost $28 million, and imports of pleasure boats into the United 
States were over $35 million.

International Marine Expositions, Inc., supports the Trade Reform Act of 
1973. It comes before this Committee as part of an industry that has been 
hampered by the presence of tariff and non-tariff barriers abroad. Accordingly, 
the marine industry would benefit from a more open and equitable world 
trading economy. On the other hand, we believe that a strong "safeguard" system 
should accompany further liberalization of imports for the United States. Thus, 
we will direct our comments on the TEA to Title I, which deals with authority 
for new trade negotiations, and Title II, which deals with relief from disruption 
caused by fairly priced foreign imports (the "safeguard" system). Secondly, 
we believe that there should be equality of tariff treatment for boat imports 
in the United States and Canada, as opposed to the burdensome tariffs presently 
levied on pleasure boats by the Canadian government. There is equality of tariff 
treatment for automobiles and snowmobiles under the United States-Canadian 
Automotive Products Agreement of 1965. We feel that there is no rational 
basis on which to make a distinction between boats which are not covered and 
other transportation equipment which is covered by the accord.

AUTHORITY FOR NEW TRADE NEGOTIATIONS : TITLE I OF THE TRADE REFORM ACT

International Marine Expositions, Inc. believes that the negotiating authority 
for a "Nixon Round" of trade talks within the General Agreement on Tariffs 
and Trade (GATT) is the most important part of the trade bill for the Admin 
istration. We recognize that the tariff-cutting authority of the President expired 
on June 30, 1967, and that no meaningful round of trade talks can be carried 
on by the United States without a new delegation of negotiating authority by the 
Congress. Accordingly, we support the concept of a five-year delegation of 
authority from the Congress to the President to enter into trade agreements 
with foreign countries. We believe that the Executive should have the authority 
to modify tariffs downward as he determines to be necessary, and upward to 
levels not above fifty percent of tariff levels presently prevailing. Most im 
portantly, the delegation of negotiating authority in Title I should cover non- 
tariff barriers to trade. Our industry, like many others, has discovered that 
the key barriers to trade now that tariffs have been reduced in many markets 
are nontariff barriers to trade (NTB's such as quotas, government procurement 
practices, customs valuation procedures, patent practices, taxes, subsidies, and 
discriminatory standards procedures. An NTB that has proven to be particularly 
nettlesome for the pleasure boat industry has been the question of standards for 
safety for pleasure craft. In the United States, the burdens that apply for boat 
safety are no different for a domestic or a foreign manufacturer of pleasure 
craft, either in design or in the implementation of our laws. In Japan, however, 
it has been our experience that importers are subjected to differing needs 
requirements for boat safety tests. Some boat manufacturers have complained 
that the Japanese government requires submission of plans and specifications 
in order to import boat equipment into Japan. These manufacturers are under 
standably reluctant to disclose proprietary trade secrets, and many have 
decided to not export to Japan rather than divulge euch information. The reason 
for the greater difficulty of passing safety tests for non-Japanese boat manu 
facturers is not difficult to find. Japan wishes to encourage the production and 
sales of its own pleasure craft in its internal market over those produced 
by the United States.
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It might be worthwhile to focus on the question of standards which impede 
trade as a prototype issue for the next round of GATT trade talks. How can this 
seemingly intractable problem involving many standards for many products 
from many nations be resolved in trade negotiations? The important point is that 
the problem is so vast in this area of commerce, as with other NTB's, that our ob 
jective should be to take the critical first step of establishing a process by which 
disputes among nations on the origination and application of standards laws 
can be aired, and hopefully, resolved. There are many different types of stand 
ards. Some are primarily consumer-oriented, such as health and safety re 
quirements and advertising standards. Others are aimed at control of produc 
tion because of the side effects of the production processes itself. In most of 
these areas, it would probably be impossible to establish international agree 
ments on appropriate standards, as the experts themselves can rarely agree 
within countries on what standards should be. What we believe is possible is 
the establishment of an on-going process whereby the problem of standards as 
deterrents to international trade can be regulated.1 General principles and a 
consultative, and if necessary, an appellate, process could be established based 
on four general principles :

(1) whenever new or different standards are established in a country, there 
should be adequate publicity, adequate public consultation procedures, and a 
reasonable delay period to take account of complaints about the new rules;

(2) standards should never be used as discriminatory techniques for imped 
ing trade. In practice, this would mean that the same burdens .should be borne by 
domestic as well as foreign manufacturers;

(3) testing procedures in all countries should be expeditious. Where it ap 
pears that testing is taking a considerable period of time, some procedure should 
be available for certification from impartial foreign laboratories ; and

(4) with these general principles as guidelines, it should then be possible 
to appeal to the GATT or some other international trade organization on a 
regularized basis if standards are being used to impede trade. Compensation and 
other techniques used presently to counter tariffs and quotas should also be 
available in the area of standards.

It may be useful for the Committee to provide guidance for our trade negotia 
tors in a Committee Report on which NTB's should be given priority in the nego 
tiations, and what procedures such NTB agreements should establish.

We recognize that working out a formula for Congressional oversight in the 
area of negotiation of non-tariff barrier accords is both essential and in 
ordinately difficult. The President must have a mandate to negotiate, and the 
Congress must have an opportunity to check on the results of its delegation. We 
believe that the TRA has an adequate oversight process in Title I, and we 
support the threefold system for implementing foreign trade agreements on 
NTB's established in the TRA. We support the techniques for advanced au 
thorities for certain items such as valuation procedures, and the 90-day, one- 
house veto procedure on NTB agreeemnts. The need for an accommodation 
on Congressional oversight is imperative, due to the fact that the number of 
NTB's is so vast that it would probably be impossible to frame a delegation with 
adequate standards in advance.

THE SAFEGUARD SYSTEM ; TITLE II OP THE TRADE REFORM ACT

International Marine Expositions, Inc. also supports Title II of the TRA, 
which deals with relief caused by disruption from sudden surges in foreign 
imports. We believe that the other side of the coin from liberalization of world 
trade barriers is the ability to moderate difficult adjustment to foreign imports 
through a viable "safeguard" system. The pleasure boat industry itself has 
experienced difficulty in containing the growth in foreign boat imports into the 
U.S. market. The ratio of foreign imports to apparent consumption in the 
pleasure boat market in the United States has risen from seven percent in 1968 
to nineteen percent in 1972 (based on value). Accordingly, we support a perma 
nent delegation of authority to the President to protect U.S. industries from 
foreign imports that are the "primary" cause of "serious" injury or threat

1 The GATT has already taken an interest in the subject of International harmonization 
and certification procedures for standards. Its draft code of conduct would aim (or as wide 
a harmonization of standards as possible, encourage participation In International, as 
opposed to regional, certification arrangements for assuring conformity to standards, and 
formulate rules to be followed by national standards bodies so that standards writing and 
certification will not create unjustifiable obstacles to trade.
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thereof. We support the major changes which have been effected in the criteria 
for import relief in the safeguard system, especially the elimination of the link 
to prior tariff concessions as the required cause for the increased foreign 
imports. This change is justified because it is inordinately difficult to separate 
out the reason for an increase in foreign imports. Also, it was never clear whether 
it was equitable to accumulate very old tariff concessions, or merely to look at 
the most recent set of tariff concessions. At present escape clause relief is prac 
tically non-existent, largely because of the difficult causation criteria—changes 
to "open up" the import relief mechanism for U.S. producers should be enacted 
to ease the adjustment difficulties of import-impacted industries.

ECONOMIC FACTORS IN THE UNITED STATES-CANADIAN BOAT MARKET

We recognize that the focus of these hearings is the Trade Reform Act of 1973 
and other bills relating thereto. We believe that this may, however, be an appro 
priate forum to express our views on certain economic factors in the United 
States-Canadian boat market. Our basic view is that pleasure boats should be 
granted more favorable treatment by Canada. There are three reasons for our 
position. First, it is conceptually impossible to distinguish between on-the-road 
transportation vehicles which have tariff equality under the United States- 
Canadian Automotive Agreement and off-the-road transportation such as boats. 
AH transportation vehicles should be treated in the same manner. Secondly, 
equality of tariff treatments by Canada would substantially improve the U.S. 
trade balance. Our trade balance with Canada has deteriorated since 1965, due 
in large part to the United States-Canadian Automotive Products Agreement of 
1965. During the period 1954 through 1964, prior to the Agreement, the United 
States' favorable automotive trade balance with Canada averaged slightly over 
$400 million per year. Depending on how the trade balance is measured, it would 
seem that U.S. exports are now approximately in equilibrium with U.S. imports 
under the accord. Our overall balance of trade deficit with Canada last year 
was $2.5 billion. We believe that our trade posture with Canada could be im 
proved by equality of tariff treatment in the area of boats. Presently, there is 
a large deficit in the balance of trade in pleasure boats between the United 
States and Canada. In 1970, 14 percent of overall U.S. pleasure boat exports, 
went to Canada. In the same year, however, the United States imported 26 per 
cent of its overall boat imports from Canada. In dollar terms the deficit in the 
balance of trade in pleasure boats with Canada was $5.5 million. The reason 
for this trade imbalance can be traced largely to the differing tariff structures 
of the two countries. Our tariff on pleasure boats is only 4 percent ad valorem 
on boats not over $15,000, and 10 percent a& valorem on boats over $15,000. The 
Canadian tariff on pleasure boats, regardless of price, is 17.5 percent. By provid 
ing equality of tariff treatment between the United States and Canada we would 
be greatly expanding export opportunities into Canada by U.S. boat manufac 
turers.

SUMMARY

In summary, International Marine Expositions, Inc. supports the Trade Reform 
Act of 1973. We hope that Title I and II, which deal with negotiating authorities 
and a "safeguard" system for U.S. businesses and workers are adopted in their 
proposed form. Moreover, we propose that equality of treatment be sought in the 
United StatesJCanadian boat market by adjusting the United States and the 
Canadian tariffs on pleasure boats to the same levels. We can see no reason to 
distinguish between pleasure boats and other transportation equipment granted 
equality of treatment by the United States-Canadian Automotive Products Agree 
ment of 1965.

STATEMENT OF THOMAS H. Boaos, COUNSEL FOR GLASTRON BOAT Co.
Mr. Chairman: My name is Thomas H. Boggs. I am appearing this morning on 

behalf of the Glastron Boat Company, a division of Conroy, Inc., a publicly held 
U.S. corporation headquartered in Texas. Glastron is the" largest manufacturer 
of recreational 'boats in the United States.

We appear here today in support of most of the provisions contained in the 
Trade Reform Act of 1973, particularly those sections that seek authority from 
the Congress to:

negotiate on trade barriers with other countries (Title I) ;
move firmly against unfair foreign competition (Title III) ;
expand East-West trade (Title V) ; and
grant trade preferences to the less developed countries (Title VI).
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However, we are troubled by the availability of the suspension of Items 806.30 
and 807.00 of the Tariff Schedules as an alternative remedy under the "safeguard" 
system in Title II of the TRA, and by Title IV, which grants the Executive the 
discretion to impose general or selective surcharges and/or quotas to reestablish 
balance of payments equilibria. Our position on these items is explained in more 
detail below.

ITEMS 806.30 AND 807.00 '. TITLE II OP THE TRADE REFORM ACT

Title II of the TRA establishes a "safeguard" system to protect U.S. indus 
tries from sudden surges in fairly priced foreign imports. This "safeguard" sys 
tem is essentially a revised escape clause mechanism with alterations in trig 
gering mechanisms and remedies designed to make it more effective. The Glastrom 
Boat Company supports the concept of a "safeguard" system that is vigorously 
enforced to ensure that adjustments to sharp surges in foreign imports can be 
moderated. Accordingly, we support the changes .in causation criteria in Title II 
of the TRA. Cutting the link to prior tariff concessions appears to make a good 
deal of sense, as it is inordinately difficult to separate out the reason for an 
increase in foreign imports. We also support the concept of "market disruption" 
that has been introduced into the law. The reason we support these changes is 
that they will tend to protect the American worker, and maintain his standard of 
living in comparison with that of foreign workers in periods of adjustment to 
sharp surges in foreign imports. We can not, however, support revisions of the 
escape clause that will lower the standards of the American worker and business 
community. We are here today to tell you about one such change that has been 
introduced into the "safeguard" system—the presence as an alternative remedy 
to tariffs and quotas of the suspension of tariff items 806.30 and 807.00 of the 
Tariff Schedules. We shall address this issue in some detail, largely because other 
speakers have glossed over this inequity or not mentioned it at all.

Items 806.30 and 807.00 of the Tariff Schedules provide for the exemption 
from U.S. customs duties for certain goods that are exported from the United 
States and then reimported. Under Item 806.30 articles of metal (except precious 
metal) that have been manufactured or have been subjected to a process of manu 
facture in the United States and exported for processing, and then returned to 
the United States for further processing, are subject to duty only on the value 
of the foreign processing. Under tariff item 807.00, imported articles assembled 
in foreign countries with fabricated components that have been manufactured 
in the United States are subject to duty on the full value of the imported product 
less the value of the U.S. fabricated components contained therein. This duty 
exemption under item 807.00 is available only for those fabricated components 
that have not lost their physical identity by changes in form or shape abroad 
and which have not been advanced in condition abroad except by their having 
been assembled into a finished product. As opposed to item 806.30, goods imported 
under item 807.00 need not be processed further in the United States after reim 
portation to qualify for the duty exemption. For example, an American corpora 
tion with a foreign affiliate could, under item 807.00, make a car with certain 
U.S. parts and the tariff paid upon re-entry into the United States would only be 
imposed on the value added overseas. This is a preference for domestic industries 
that the Federal Government has granted for over forty years, and has been 
granted by almost all other developed countries. The amounts involved under 
these tariff items is substantial—imports entering under these classifications rose 
sharply from $953 million in 1966 to $1,842 million in 1969.1 Of the latter figure, 
$442.6 million were U.S. components.

The Trade Reform Act of 1973 impacts directly upon the application of items 
806.30 and 807.00 of the Tariff Schedules of the United States in its "safeguard" 
system in Title II of the Act. This Title permanently delegates authority to the 
President to protect U.S. industries from sudden surges of fairly priced foreign 
imports that are the "primary" cause of "serious" injury, or threat thereof. The 
President, after the initial finding of injury by the Tariff Commission, would 
have the authority to:

(1) raise tariffs ;
(2) impose quotas;

1 Background Material on Selected Trade Legislation introduced in the U.S. House of Representatives, Committee on Ways and Means, 91st Cong., 2d Sess. (1970), at 75-83. See Appendices A, B, and C.



2553

(3) suspend in whole or in part the applicaton of items 806.30 and 807.00 
of the Tariff Schedules, with respect to the item in question ;

(4) negotiate orderly marketing arrangements;
(5) recommend that petitions for adjustment assistance 'jr workers in 

the industry concerned be expedited; or
(6) take any combination of the above actions.

As can be seen, the suspension of items 806.30 and 807.00 of the Tariff Schedules- 
is in the TRA as an alternative remedy in "safeguard" system. It may toe imposed 
either solely or in conjunction with any of the other remedies in the system. 
For example, if it were determined that fairly priced foreign imports were the 
cause of "serious injury" or threat thereof, the President could not only impose 
quotas but could also suspend in whole or in part the application of items 806.30 
and 807.00 of the Tariff Schedules.

The Glastron Boat Company feels very strongly that it^ms 806.30 and 807.00 
should be retained in toto in the U.S. Tariff Schedules. "We believe, moreover, that 
these items should not be exposed to partial repeal, on a commodity-by-commodity 
basis, as the TRA would do under the "safeguard" system. Our position is based 
on five considerations:

(1) First, as the Tariff Commission 2 and the Commission on International 
Trade and Investment Policy (Williams Commission) 3 Report have noted, the 
elimination of these items would have an adverse impact on the U.S. balance of 
payments. This is because foreign concerns would henceforth purchase compo 
nent parts locally rather than import them from the United States, as there would 
be no tariff incentives to continue to use U.S. parts. It has been estimated that 
repeal of these provisions would reduce exports of U.S. rna/terials for use under 
these provisions by $180 to $250 million. Imports, however, would be reduced by 
a far smaller amount, not more than $30 to $50 million. Thus, the net effect of 
repeal of these items on an across-the-board basis would be a $150 to $200 million 
deterioration in the U.S. balance of payments.4

(2) Repeal of items 806.30 and 807.00, in whole or in part, would decrease em 
ployment opportunities in the United States. These provisions now provide 
employment for approximately 37,000 people in the United States. These are 
workers producing U.S. materials for export to be assembled or processed abroad 
and further processed after the items have been returned. Repeal of items 806.30 
and 807.00 would cause more unemployment among these workers than it would 
"create" in the form of jobs returned to the United States.5 The arguments of 
some that these tariff items cost U.S. jobs is incorrect. The alternative to the 
installation of assemblage operations abroad, and the retention of the production 
of parts in the United States, would frequently be the exit of the producer from 
the U.S. market entirely and the permanent loss of jobs in the United States.

(3) The repeal of items 806.30 and 807.00, either in whole or in part, would 
result in an increased tariff duty on the completed product thajt would be passed 
on to the consumer. A tariff is simply a tax on imports. By insuring that there is 
no exemption from the tariff for components produced in the United States, we 
are also insuring that the U.S. consumer will pay a higher price for the finished 
product.

(4) Repeal of items 806.30 and 807.00 would create substantial difficulties for 
less developed countries, whose share of total imports entering under these provi 
sions has increased from 6.8 percent in 1966 to 22.2 percent in 1969. This is totally 
inconsistent with Title VI of the TRA, which calls for tariff preferences for the 
exports of less developed countries.

(5) Finally, the "safeguard" system does not correlate any wrong allegedly 
suffered as a result of items 806.30 and 807.00 with their possible suspension. 
They could be suspended if they were not at all involved as a cause of a) complain 
ing industry's distress. It would be very tempting for the President to suspend 
these items in every "safeguard" case, to ensure that all bases were touched, 
even if these items were not related to the industry's distress.

It may be argued by some that the TRA does not repeal items 806.30 and 807.00, 
and that, therefore, their potential suspension on a commodity-by-commodity 
basis is unimportant. But the Tariff Commission studies and the prestigious Wil 
liams Commission Report have stated unequivocally that it would be a mistake in

2 Economic Factors Affecting the Use of Items 807.00 and 806.30 of the Tariff Schedules 
of the United States, Tariff Commission Publication No. 339, at 231 (1970).

3 See Commission on International Trade and Investment Policy Report to the Presi 
dent, at 109 (1971).

4 See Economic Factors . . . supra, note 2, at 232.
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policy to repeal these items across the board. How, then, could it make sense to 
effectuate the same policy on a piecemeal basis? The net result would simply be 
to harm U.S. workers and put U.S. industries in selective product lines at a com 
petitive disadvantage against their foreign competitors, practically all of whom 
permit the return of articles assembled or processed abroad with duty only on the 
value added. Accordingly, the Glastron Boat Company recommends that the 
suspension of items 806.30 and 807.00 not be included among the possible remedies 
available under the "safeguard" system.

BALANCE OF PAYMENTS AUTHORITIES : TITLE IV OF THE TRADE REFORM ACT

The second matter of concern to the Glastron Boat Company is the balance of 
payments authorities contained in Title IV of the TEA. The TRA provides that 
the President may impose a temporary import surcharge and/or quantitative limi 
tations on imports in the case of a serious imbalance of payments deficit, or reduce 
temporarily or suspend duties and/or import limitations in the event of a per 
sistent balance of payments surplus. The bill provides that the President may 
impose a surcharge or quotas on a country or countries on a discriminatory basis, 
or on an across-the-board basis. Import restraints under the Act are to be lifted 
when the President feels the objectives of the Act have been accomplished. The 
net result of the TRA, then, is to permit the President to impose tariffs and/or 
quotas on a Most-Favored-Nation or discriminatory basis, and to lift them at 
will. We do not believe that the President needs the extensive balance of pay 
ments authorities granted in Title IV of the TRA. The technique of import 
restraints is a relatively ineffective mechanism for dealing with balance of 
payments problems. This is because it impacts only on the import of merchandise, 
and does not reach the exports of merchandise, services, or capital flows. Assum 
ing arguendo that the Committee approves the balance of payments authorities 
of the TRA, we believe that such authorities should be: (a) non-discriminatory 
in nature; (b) limited to corrections of problems on the trade account; (c) be 
reviewed by the Congress within sixty days of the Executive's imposition of sur 
charges and/or quotas; and (d) he made applicable only to imports from the 
developed countries, and exempt from its coverage the less developed countries.

We wish to emphasize the last limitation that should be attached to any bal 
ance of payments authorities. The less developed countries are clearly not the 
culprit in the recent imbalances in U.S. payments; they do, however, get swept 
up as innocent victims when import surcharges are levied. In 1972, for example, 
when our balance of payments deficit was $6.3 billion, we ran a balance of 
payments surplus with the developing countries of $1.0 billion. Rather than visit 
upon the developing countries the burden of import surcharges, it would seem 
that we should be assisting their economic development.

Less developed country corporations (LDCC's) are given preferential treat 
ment under the U.S. tax laws in recognition of their particular difficulties; simi 
larly, our trade laws should seek to take account of the particular problems of 
generating adequate foreign exchange presently heing experienced by the less 
developed countries. Again, it would seem to be contradictory to provide for 
preferences for the less developed countries in Title VI of the TRA on the one 
hand, and, on the other, to provide provisions that may limit LDC imports into 
the United States. To provide consistency in the law there should be a less de 
veloped country exemption in any balance of payments authorities.

SUMMARY
In summary, the Glastron Boat Company supports the Trade Reform Act of 

1973. We believe that it can be improved by reforming the "safeguard" system 
designed to deal with fairly priced imports, and the balance of payments authori 
ties sought by the President. We thank you for giving us the opportunity to ex 
press our views before the Committee today.
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APPENDIX A

TOTAL VALUE OF IMPORTS UNDER ITEMS 806.30 AND 807.00 

[In millions of dollars]

Tariff provision 1966 1967 1968 1969

Item 807.00...... ......... .......... ........... 890 932 1,432 1,649
Item 806.30........................................ 63 103 144 193

Total........................................ 953 1,035 1,576 1,842

Source: Economic Factors Affecting the Use of Items 807.00 and 806.30 of the Tariff Schedules of the United States, 
Tariff Commission Publication No. 339, at 231 (1970).

APPENDIX B 

RATIO OF DUTY-FREE VALUE TO TOTAL VALUE OF IMPORTS UNDER ITEMS 806.30 AND 807.00

Tariff items 1966 1967 1968 1969

807.00:
Duty-free value...-----................. $113,000,000 $147,000,000 $226,000,000 $339,000,000
Ratio (percent) to total value ...... 12.7 15.8 15.8 20.6

806.30:
Duty-free value ....-.--. ........ $34,000,000 $51,000,000 $81,000,000 $103,000,000
Ratio (percent) to total value............. 54.0 49.5 56.3 53.4

Source: Economic Factors Affecting the Use of Items 807.00, 806.30 of the Tariff Schedules of the United States, Tariff 
Commission Publication No. 339, at 231 (1970).
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Mr. GIBBONS [presiding]. Mr. Duncan.
Mr. DUNCAN. Thank you, Mr. Chairman.
Mr. Boggs, where do most of our exports go to?
Mr. BOGGS. Boats?
Mr. DUNCAN. Yes, sir.
Mr. BOGGS. You really have to divide boats from outboard motors 

because they both are very large export items and they are different 
export items.

Mr. DTTNCAN. Combine them then.
Mr. BOGGS. Combined I would say the highest is Canada.
Mr. DUNCAN. Do we have a deficit in dollar terms with Canada?
Mr. BOGGS. We have a substantial deficit on boats. We have a sur 

plus on motors.
Mr. DUNCAN. You say they have around 18 percent duty on our 

boats going in there?
Mr. BOGGS. Yes, sir.
Mr. DUNCAN. We have what? Four?
Mr. BOGGS. Four percent duty on boats of less than $15,000, which 

is really the pleasure boat industry.
Mr. DUNCAN. Do most of our imports come from Canada?
Mr. BOGGS. Of boats?
Mr. DUNCAN. Yes.
Mr. FISHER. Yes, the largest single country, 26 percent of our 

boat imports were from Canada last year.
Mr. DUNCAN. I think that is all, Mr. Chairman.
Thank you very much.
Mr. GIBBONS. Mr. Archer.
Mr. ARCHER. No questions, Mr. Chairman.
Mr. GIBBONS. Let me thank you for the informative testimony you 

have given.
Do any other foreign countries' have the same kind of non-tariff 

barrier you were describing that the Japanese have; that of requiring 
you to submit the plans and specifications on your proposed motor 
or whatever before they will license its import?

Mr. BOGGS. No. Most countries will accept the certification of the 
manufacturer that his product meets the standards imposed by law 
in that country. Now, they will usually transfer that liability to the 
importer so that they will have somebody that they can sue or hold 
accountable if the product does not in fact meet the standard.

But we know of no other country besides Japan that actually will 
require detailed plans and specs prior to certification.

Mr. GIBBONS. Have the Japanese been exporting many motors?
Mr. BOGGS. They are beginning to go into the outboard motor busi 

ness in a fairly substantial way. They are a large exporter presently of 
two-cycle engines. Most of your snowmobile engines, for example, are 
Japanese engines and a lot of your lawnmower engines are Japanese 
engines. There is not much difference between a two-cycle engine of 
that nature and a two-cycle outboard engine. Japanese manufacturers 
have not gone into the large outboard, 125, 135, the big motor, which 
cioes require some fairly sophisticated tooling, particularly to have a 
iftotor of a weight that can be carried by an individual. That is the 
&rea which gives Mercury, Outboard Marine, and Chrysler real 
Concern.
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Mr. GIBBONS. I know that the Outboard Marine Corporation is a 
pretty widely diversified multinational corporation. I see their products 
all around the world. They certainly are very fine products.

In fact, I was once opening a motor that I had purchased and I 
found out that it was an Evinrude motor that had been manufactured 
in Bruges, Belgium. I asked the distributor about it. He said, "Some 
times toward the end of the year when we are running out of American 
products, we find that these products come from all over the world."

Mr. BOGGS. That is unusual in the case of an outboard motor. The 
Outboard Marine Corporation does have facilities which were con 
structed initially to get behind the EEC barrier and facilities which 
were constructed to get behind the Commonwealth preference barrier. 
Chrysler has limited production overseas.

Mr. GIBBONS. I saw a Mercury outboard motor on the Moselle one 
Sunday morning.

So they are all over. In fact, that is about the one American product, 
we think it is an American product, that you see all over Europe, the 
Evinrudes, Johnsons, and the Mercurys. They certainly have pene 
trated that market very heavily. I think it is a good example of what 
an American corporation can do in going overseas.

What is the problem Glastron has with 806.30 and 807 ?
Mr. BOGGS. The problem they have is that fiberglass construction 

is a very difficult construction process. It is a labor-intensive process 
to a degree. Their main manufacturing facility is in Texas. They are 
I think the largest manufacturer of small boats. They are not the 
largest manufacturer of pleasure craft by dollar, if you include some 
of the Chris Craft yachts and that typo of boat.

Their main problem is a labor problem, the use of Mexican border 
labor to produce boats cheaply would help.

Mr. GIBBONS. Are they doing any of that now ?
Mr. BOGGS. The answer is no.
Mr. GIBBONS. They produce a very fine boat. I am familiar with 

their product.
I want to thank you for your very constructive testimony today.
Are there any further questions ?
Mr. DUNCAN. No, Mr. Chairman.
Mr. GIBBONS. This concludes the hearing for today.
We adjourn to meet again tomorrow at 10 o'clock.
[The following was submitted for the record:]

STATEMENT OF THE LINER COUNCIL OF THE AMERICAN INSTITUTE OF MERCHANT
SHIPPING

This statement is presented on 'behalf of the Liner Council of the American 
Institute of Merchant Shipping (AIMS) which is composed on nine United 
States companies which own and operate over 165 ocean-going liner vessels, 
of all types registered under the U.S. flag. These vessels in the aggregate rep 
resent the vast majority of liner vessels under the United States flag.

We wholeheartedly endorse the objectives of H.R. 6767 as set out in the 
"Statement of Purposes". The sole reason for our industry's existence is to serve 
world trade. Therefore, a program designed to expand fair and economic trade 
between nations is in our self interest and indeed essential to our well-being. 
U.S. liner vessel operators in cooperation -with government programs have under 
taken, during the past 15 years, the greatest peacetime shipbuilding program in 
our national history. The industry's investment of $1.5 billion dollars has resulted 
in the construction of 200 liner ships dedicated to insuring U.S. exporters and 
importers the most efficient service at the lowest possible rates. This invest-
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ment was undertaken in the expectation that the volume of our trade would 
increase as indeed it has—and that U.S. carriers would 'be able to compete for a 
reasonable share—as often they are not.

Increasing costs, particularly in the United States, have increased the price 
of all goods and services and thus acted in many instances to inhibit the expan 
sion of our trade. In recognition of this problem, U.S. ship operators conceived 
and built the first high technology container, roll-on/roll-off, and barge carrying 
ships (LASH and SEABBE). These new services have enabled vessel opera 
tors to keep rate increases to a minimum and thus have helped to stimulate the 
exports of the United States and world trade in general.

The merchant marine is recognized as an essential servant of world trade. What 
is often forgotten is that this fleet is a major exporter of American services. 
Through earnings of foreign exchange and conservation of dollars, the U.S. mer 
chant fleet, presently makes a contribution in excess of one billion dollars a year, 
to our favorable balance of payments.

We recognize that programs to facilitate the sale of shipping services abroad 
are not within the scope of H.R. 6767 or indeed perhaps of this Committee. How 
ever, we are convinced that as part of your comprehensive survey of trade prob 
lems, recognition should be given to the fact that the U.S. liner fleet competes 
in an always hard and often deliberately hostile world environment. Even the 
most aggressive operator with superior service and competitive rates often can 
not compete equally because of the covert and overt discriminations found in 
many trades.

For instance:
A. In Communist and some other countries, the government controls all ex 

ports and imports and accordingly can route cargo to its own ships or to the 
ships of other nations with whom it wishes to enhance its economic or political 
relationships. In these instances, as in the "Grain Deal" negotiated with the RusJ 
sians last year, it is essential that cargo sharing arrangements be worked out 
at a government-to-government level.

B. Some governments operate state-owned liner services outside of conferences 
and cut established tariff rates in order to divert cargo from private companies 
such as those AIMS represents. Even the largest private steamship company has 
miniscule resources compared to the state fleets of countries such as Russia and 
thus, it is pre-ordained which companies will ultimately be driven out of a trade 
where such unequal competition exists. This specific situation exists today in the 
trade between the U.S. West Coast and Japan where a Russian fleet, the "Far 
Eastern Shipping Company" (FESCO) is operating outside the conference, cut 
ting rates and undermining the ability of U.S. and other private companies to con 
tinue providing service. Trade sharing arrangements between the countries whose 
cargo is involved, in the above instance, the United States and Japan, are es 
sential to correct the abuses which result from the introduction of government- 
owned lines.

C. Many countries, particularly those in the developing world, have tradition 
ally purchased shipping services provided by more developed lands. These develop 
ing nations have a justifiable aspiration to carry a reasonable proportion of their 
own trade in order to increase employment and reduce their foreign trade deficits. 
Accordingly, they have, in many instances, passed laws which require that a cer 
tain percentage of their trade move in their own flag ships. In addition, they often 
give special preferences to cargos moving on their vessels. In such circumstances 
U.S. flag carriers can survive and secure a fair share of cargo only if they 
can enter into trade-sharing agreements with the less developed country or coun 
tries involved. U.S. policy presently permits the Federal Maritime Commission 
to approve limited equal access agreements in these cases but in our national self- 
interest, authority should be provided for more extensive and enforceable agree 
ments. Some foreign shipowners are vocal in objecting to any such agreements 
in the U.S. trades on the ground that they violate the spirit of free competition. 
These same companies or their governments often enter into binding bilateral 
agreements governing trades between their nations and less developed countries 
where it is in their economic interest to do so. The American maritime industry 
and indeed our economy as a whole is no longer in a position to unrealistically 
penalize our carriers by making it difficult or impossible for them to enter into 
effective trade sharing agreements in areas where it is necessary to do so.

D. The Merchant Marine Act of 1916 requires that all conferences in the U.S. 
trades be "open". This means that any operator who is willing to abide by the
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terms of a conference agreement filed with the Federal Maritime Commission can 
join a conference. This statutory provision was placed in our law at a time when 
the world was at war, when we had virtually no merchant fleet, when foreign 
ships had deserted our trades to serve the military requirements of their own 
nations and thus the U.S. had to attract a maximum number of foreign ships to 
serve our commerce. Outside the U.S. trades, virtually all world conferences are 
"closed". This means that entry is normally permitted only if the existing mem 
bers of a conference agree that service is inadequate. Understandably, such 
agreement is often withheld. As a result, when there is a worldwide surplus of 
liner vessels, excess vessels are dumped in the U.S. trades. The result, as at the 
present time, is heavy overtonnaging of U.S. trades. This leads to rebating and 
other malpractices which are destructive of even the most technologically ad 
vanced and efficient U.S. liners. Consideration should be given in cases of over 
tonnaging to protecting our export of liner services by authorizing appropriate 
government officials to act more promptly to approve pooling agreements or lim 
itations on entry in our trades.

For reasons noted above, we do not request that this committee take action 
upon these problems but simply wish to make certain that you and members of 
the entire Congress are aware that action is necessary to protect the export of 
U.S. services as well as goods. In this regard, we would recommend that Sec. 
2 "Statement of Purposes" Para, (c) page 5, lines 2, 3 and 4 of H.B. 6767 be 
amended to read as follows :

"States and enlarge foreign markets for the products and services of the 
United States commerce (including agriculture, manufacturing, mining, [and], 
fishing, and merchant shipping and airlines,) by furthering the expansion . . ."

(Material to be deleted is shown in brackets and new material is underscored.)
Finally, we would like to comment with regard to Title VI—Generalized Sys 

tem of Preferences. The proposal in Title VI to provide authority to extend 
generalized tariff preferences to developing countries is endorsed in principle. 
As outlined in Title VI, however, the effectiveness of this proposal seems unnec 
essarily limited.

In particular, the procedural requirements of Section 603 would limit the 
applicability of the preferences. Since subsection (b), (c) and (d) provide trig 
gering mechanisms to limit preferences on specific articles, subsection (a) could 
be eliminated, or changed to qualify all articles from a designated beneficiary 
developing country, except for articles as exempted under subsections (b), (c) 
and (d).

Since the granting of generalized non-discriminatory preferential treatment 
is authorized under GATT, imposing as a consideration for granting such prefer 
ential treatment the policy of other major developed countries in extending such 
treatment is unnecessary and indeed undesirable. In many instances, it may be 
in the best interest of the United States to grant preferential treatment uni- 
laterally. The decision to grant unilateral or multilateral preference should be 
based solely on our nation's best interest.

Subsection (b) of Section 604 is strongly endorsed. This authority would pro 
vide the leverage necessary to combat reverse preferences which impede exports 
to those developing countries having preferential agreements with European 
Common Market countries.

We appreciate this opportunity to record these views of our Liner Council 
members on problems affecting the increasingly vital foreign^trade of the United 
States. We urge that your Committee in its report on this legislation call upon 
the President and U.S. trade negotiators to keep in mind the importance of creat 
ing a favorable atmosphere for the export of U.S. services as well as goods.

[Whereupon, at 5:15 p.m., the committee adjourned, to reconvene 
at 10 a.m., Wednesday, May 23,1973.]
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